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NATIONAL POLICY AND ISSUES 


PRC ECONOMIC JOURNAL ON NEW INTERNATIONAL ECONOMIC ORDER 


HK120734 Beijing SHIJIE GUANLI in Giinese No 9, 15 Sep 80 pp 1-9 


[Article by Wu Ninggeng [1566 1380 5087): "The Struggle to Establish a New Inter- 
national Economic Order") 


[Text] It is an eager desire of ail the Third World nations to destroy the old 
international economic order and to establish a new and equal one. They reised 
this banner in the global arena for the first time at the historic Sixth Special 
Conference of the United Nations convened in April, 1974. The "Declaration on 
Establishing a New International Economic Order," adopted at the conference, 
solemnly stated: "We unanimously resolve to struggle for promptly establishing 

a new international order." It shows that the poor, emall and weak nations, which 
constitute the majority of the world's population, have resolved to safeguard their 
own interests, to take their destin’ into their own hands and to battle against 

the irrational old international e omic order. 


Since the Sixth Special Conference of the United Nations, there have been struggles 
varying in scope and realm for establishing a new international economic order, 

and they have become the predominant issue in the international arena, in particular 
in the economic relations between the developed and developing nations. For many 
years, most of the conferences on problems of development convened by the United 
Nations and its agencies have been related to the new international economic order. 
The llth Special Conference of the United Nations, to be convened this year, will 

be another important conference at which world economic problems will be emphatically 
discussed. This conference will discuss adopting the UN's 3d 10-year strategy for 
development and will plan a new round of international economic negotiations. 


Since the 1970's the Third World has displayed colossal material and spiritual 
strength in the struggle for establishing a new international economic order, and 
this has aroused great concern in the press and in academic circles worldwide. On 
the other hand, the complications and complexity of this struggle over the past few 
years often evoke worry and doubts about the prospects of the struggle. Therefore, 
it is necessary to expose in detail the historical roots of the struggle for a new 
international economic order and to correctly assess the achievements and problems 
of this struggle. 


I 


One basic Marxist principle is that man's social being determines his consciousness 
and that the mode of material production places a constraint on the whole process of 














social, political and cultural life, Marx said: "We cannot base our judgment of 
thie era of changes on its consciousness either. On the contrary, this consciousness 
muet be explained by the contradictions in material life and the current conflicts 
between society's productive forces and production relations." ("Selected Works 

of Marx and Engels," Vol 2, p 195) Similarly, when discussing the roote of the 
struggle for a new international economic order, we should not view the struggle 

ae some fortuitous invention by a few eminent persons in the Third World nations 
either, but should discover the roots of this struggle in the contradictions and 
conflicts inherent in the old international economic order, which has been dominating 
international economic relations, 


The old international economic order is essentially a world economic system in which 
the imperialist financial oligarchs control, plunder and exploit most countries in 
the world, in particular the Asian, African and Latin American countries. Lenin 
said that the most profound economic foundation of imperialism is monopoly and the 
monopolistic rule by the financial oligarchs. In the epoch of imperialism, “finan- 
cial capital is an enormous force which can be said to play a decisive role in all 
economic relationships and all international economic relations." ("Selected Works 
of Lenin,” Vol 2, p 803) A few financial oligarchs not only dominate every realm 

of social life in the capitalist countries, but by exporting capital they monopolize 
trade, establish international financial institutions and groups, spread massive 
networks of financial capital over the whole world and create a world economic sys- 
tem controlled by a few imperialist powers. 


Of course, the formation of this old international economic order or system was a 
long process of historical development. The first industrial revolution in the late 
18th century was the starting point in the formation of the old international eco- 
nomic order and marked a qualitative change in the economic relations between the 
Western capitalist countries and the Asian, African and Latin American countries. 
Previously, although the Western coi»nialists extorted huge fortunes from the Asian, 
African and Latin American peoples tl rough actual plunder, slave trade and deceptive 
trade, such predatory acts were characterized by the cruelest brutality. At that 
time, international trade contacts as well as their effects on the economies of 
various countries were very limited. The situation changed after the large-scale 
industries with their machines appeared. The tremendous development of productive 
forces not only called for a continual expansion of domestic and foreign markets 

and of sources of raw materials, but also enabled the bourgeoisie of the West to 
smash the “great walls" of all ancient nations with their cheap commodities, 
involving these nations in international division of labor and exchange. For 
example, after 1757, when Britain conquered Bangladesh, the British colonialists 
extorted the wealth of the Indian people by robbing the national treasures in various 
parts of India, collecting land taxes and monopolizing the opium and salt trades. 
From the 19th century onward, Britain gradually changed over to adopting trade as 
the principal means of plundering India. Consequently, india, which had been 
renowned as “the motherland of cotton textile goods," changed over to exporting 


raw cotton to and importing cotton fabric from Britain. "Britain's steam and 
scien has completely ruined the combination of agriculture and handicraft industry 
all over Hindustan." ("Selected Works of Marx and Engels," Vol 2, p 65) India 
became Britain's appendage, supplying food and raw materials. Thus, even at the 
stage of formation, this capitalist world economic system displayed a strong preda- 
tory nature as well as anomaly and coercion. 











The transition from laissez-faire capitalism to imperialism also marked the consum- 
mation of a unified, all-embracing world economic system. It was also made possible 
by a series of changes in the productive forces and production relations, The 
second industrial revolution, which began in the 1870's, enabled society's produc- 
tive forces to leap forward anew. A series of new industries appeared, like car 
manufacturing, electric power, telecommunications and telephone, chemicals and the 
metallurgy of nonferrous metals. Many existing indust:ies were transformed and 
expanded, Numerous new products were supplied to the market. The economic links 
among nations greatly developed, both in depth and extent. Moreover, objectively, 
the new productive forces necessitated the accumulation and concentration of capital 
in production, and this process was greatly hastened by incessant fierce competi- 
tion at home and abroad. Consequently, at the turn of the century monopoly dominated 
all the principal economic sectors in the developed countries. To win in the compe- 
tition, imperialist monopoly capital had to endeavor to monopolize the sources of 
raw materials, markets and investment outlets abroad, so that it became a basic 
economic characteristic of imperialism to scramble for colonies and carve up the 
world's territories. The establishment of colonial systems and of the monopolistti: 
rule over the world by a few financial capitalists resulted in imperialism becoming 
"a world system in which a very small number of ‘advanced' nations inflict colonial 
oppression and financial control on the majority of the world's inhabitants." 
("Selected Works of Lenin," Vol 2, pp 733-734) This was the core and main content 
of the old world economic system. 


Thus, the formation of this old world economic system reflects a process of his- 
torical development marked by contradictions. Objectively, this system represented 
a progressive trend. It was an inevitable result of the development of the produc- 
tive forces and the internationalization of the modes of production and exchange. 
Moreover, this syste jeveloped in the particular form of capitalism and imperialism. 
It inevitably brough: about various contradictions and antagonisms. Consequently, 
the oppressed nations had to struggle to free themselves from the fetters of impe- 
rialism. 


It has been nearly a century since the consummation of the old world economic system. 
Many major changes in the international scene have a: fected the scope, content and 
form of this system in various ways. However, on the whole, the essence and basic 
content of this system have not changed and still embrace the components described 
below. 


First, it includes a system of international production based on capitalist inter- 
national division of labor. The essence of such a division of labor is that produc- 
tion and consumption in the Asian, African and Latin American countries must suit 
the needs of a few developed capitalist countries; tt t is, the former must produce 
the raw materials and agricultural products needed by the latter and purchase their 
industrial products. This system of international production was strengthened when 
the imperialist colonial system was established. Production and consumption in 

the Asian, African and Latin American countries have since then been completely 
determined by the interests of imperialist monopoly capital. Through the export 

of capital, the imperialist monopoly capitalists control the production of raw 
materials in those countries as well as their marketing and transportation. By 
means of trade barriers, the monopolists restrict those countries’ industrial 
development and diversification in production. By monopolizing technology, they 
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maintain their control over raw material production in those countries, and so on. 
They even practiced this system repressively through the authority of colonial rule. 


The situation has not changed radically even till now. The vast numbers of Third 
World countries still mainly export primary products. Although the monopolist 
corporations of the developed countries have transferred some industries employing 
a great deal of labor or causing pollution to some developing countries and regions, 
even the few developing countries that enjoy relatively rapid industrial develop- 
ment are still highly dependent economically. 


Second, the system includes an international trade system based on the monopoliza- 
tion of the world market by the developed countries. The developed countries monop- 
olize the world market because of their central position in the system of inter- 
national production, Such monopolization is markedly reflected in prices. For a 
long time the developing countries have had no power in determining prices in the 
world market. The monopolist corporations of the developed countries sell their 
industrial products to the developing countries at high monopoly prices and purchase 
their primary products at low monopoly prices. Moreover, this kind of exchange at 
unequal value is enhanced by the governments of the developed countries, whose 
economic and technological aids are fetters in disguise, and by the transnational 
corporations of the developed countries, which carry out business activities in the 
developing countries, monopolize shipping and insurance, hoard primary products or 
dump them on the market, and so on. Moreover, because economically the developing 
countries are highly dependent on the world market, the developed countries can 
create serious difficulties and chaos in the economic life of the developing 
countries by monopolizing the world market or restricting their imports from or 
exports to the latter. 


Third, it consists of an international monetary and financial system based on the 
monopolization of the international financial system by the developed countries. 

In the stage of imperialism, banks are the omnipotent monopolist and central nervous 
system in the entire economic life as well as the nucleus and mainstay of the old 
international economic system. The transnational banks of the developed countries 
penetrate deep into every corner of Asia, Africa and Latin America. There, through 
lending noney, investment and other activities, they set up few enterprises, take 
over the local enterprises and even manipulate the financial and economic life of 
the countries they are in. In these activities they are often strongly backed up 

by their own governments. 


Moreover, the economies of the developing countries are seriously affected by the 
entire international monetary system. Generally speaking, countries which play a 
leading role in the world economy and world trade are also the world's financial 
centers, and consequently their currencies become the principal international 
currencies. In such a system the Asian, African and Latin American countries are 
in a completely dependent position. They are not only affected by changes in the 
exchange rates of the currencies of the developed countries they depend on, but 

are a’-o aifected by changes in the exchange rate of the currently dominating 
internacional currency. For example, some developing countries in the franc area 
and sterling area often suffer from fluctuations in the exchange rate of the dollar. 














Fourth, the system includes various international economic agencies and agreements. 
Examples include the postwar GATT, the World Bank, the IMF, the World Intellectual 
Property Organization and so on. For a long time these agencies have been manipu- 
lated by a few developed countries and have served their interests. 


To sum up, monopoly is the economic essence of the imperialist system as well as 

the essence of the old world economic system. The monopolist rule extends to every 
domain of this system, whether it be the domain of productiou, exchange, or money 
and finance, Export of capital is the most important lever and material foundation 
that keeps this system working. The most essential characteristic of the economic 
relationships between the developed and developing countries in this system is one 
side controlling and exploiting the other. Because of such relationships, the gap 
between the poor and rich countries is continually widening and the developing 
countries remain poor and backward for a long time. The reality of life over the 
past few centuries, in particular over the past century, has taught the vast numbers 
of developing countries to gradually realize that to become independent, to survive 
and to develop, they must break down the old international economic order and strive 
for a new international economic order which is equal and just. 


II 


A further question is: why did the struggle for establishing a new international 
economic order not appear before World War II or shortly after it, but instead 
appeared only inthe 1970's? To answer it, we must analyze some major factors of 
international significance which have directly affected the relationships between 
the developed and developing countries since the war. 





A prominent feature in the development of the postwar international situation is 
the general awakening of the Asian, African and Latin American peoples. Their 
struggles for national independence have engulfed the whole worid on an unprece- 
dented scale. The storm oi national liberation movements first appeared in Asia 
soon after the war. The great victory of China's revolution in 1949 and the con- 
vening of the Bandung conference of Asian and African nations in 1955 greatly 
enhanced the confidence of the Asiar, African and Latin American peoples in achieving 
victory in fighting for national inaependence and liberation. Late in the 1950's, 
the sleeping Africa became an awakened continent. The Asian, African and Latin 
American peoples continually achieved victories in their struggles. On this basis, 
over 90 nations gained political independence within a short span of 30 years or 
more after the war. This is a fact of great historical significance. Thus, the 
"Declaration on Establishing a New International Economic Order" stated: “The 
greatest and most important achievement over the past few decades is that many 
nations and countries have freed themselves from external colonial rule and have 
become independent." 


However, this political process has not been accompanied by complete economic inde- 
pendent and development for the Asian, African and Lat .n American countries. Old 
imperialist influences have not been eradicated in these countries. In addition, 
imperialist hegemonism has desperately expanded into them, adopting new colonialist 
strategies such as economic {afiltration, political subversion and even militery 
aggression. The imperialist hegemonist states attempt to continue to use them as 
places for producing raw materials, markets for commodities, outlets for investment 





objects for shifting crises onto as well as the bases and tools for scrambling for 
world hegemony. Thus, many Asian, African and Latin American countries continue to 
suffer from political instability and face the grave threats of aggression, control, 
interference and being bullied by imperialist hegemonism. Moreover, dominated by 
the old international economic order, most developing countries suffer from 
worsening economic and trade situation. The relevant facts are described as follows. 


1) During the 20 years or more from the end of the war to the early 1970's, the 
exports of the Asian, African and Latin American countries grew very slowly, their 
terms of trade worsened continually and their status in world trade fell continually. 
Because the elasticity of demand for primary products is low and the competition 
from substitute commodities rather strong, because the developed countries set up 
many barriers against certain primary and manufactured products exported by the 
developing countries, and in particular because the developed countries monopolized 
the international market and tried throug all means to lower the prices of primary 
products, from 1950 to 1973, while the volume of export trade for the whole world 
increased 8.4 times from $60.7 billion to $570.1 billion, the exports of the 
developing countries (not including China) increaced merely 4.4 times from $18.8 
billion to $99.4 billion. Their share in the world export trade correspondingly 
diminished from 30.5 percent to 17.4 percent. (Xu Naijiong [6079 0035 3518) and 
others: "Imperialism's control over and exploitation of the Third World," THE 
PEOPLE'S PRESS 1978 Edition, p 48.) 


The developing countries (excluding China and the principal oil producing countries) 
enjoyed a surplus of nearly $300 million in their import and export trade, but in 
1973 their trade deficit had risen to $12 billion. 


2) Since the war the transnational corporations of the developed countries have 
flourished on a broad scale and have strengthened their economic infiltration into 
the developing countries. These corporations possess huge capital, good informa- 
tion, advanced technology and business expertise. They spread their branches over 
the whole world and enjoy the support of their own governments, and they benefit 
from widespread social influences in their places of operation. Thus, they enjoy 
great advantages in controlling production and markets in the developing countries, 
in plundering the local raw materials, in reaping high monopoly profits ~-n the 
form of profits, bonuses, dividends, royalties and so on), and so forth For a 
very long time in the past, transnational corporations not only contro’ :d the 
economic lifeblood of many Asian, African and Latin American nations in differing 
degrees, but also very often took advantage of their enormous political and eco- 
nomic strengths to brutally interfere in the internal affairs of the developing 
countries, or ever to engineer the subversion of their governments. They became 
"independent states within those countries." 


3) Deteriorating economic conditions and sustained deficits in the balance of 
payments led to increasingly heavy external debts. Since the 1960's official aid 
from the developed countries have decreased continually. With a fe. exceptions, 
most « them did not attain the targets set by the United Nations for 10-year 
development. The aid provided by all the member states of the development aid 
committee decreased from an average of 0.52 percent of their gros ‘ional products 
in 1961-1962, to 0.3 percent in 1973. Consequently, the developi . co ._ries had 

to obtain loans at very high interest rates from private financial markets, and this 








increased their burden of repayments and interest payments. According to surveys 
by the World Bank, the outstanding debts of 86 developing countries increased from 
$38.07 billion in 1965 to $99.38 billion to 1972, or 14,7 percent annually. In 
1972, the loan repayments plus interest paymeats amounted to 57 percent of that 
year's new external debts. Many countries had to settle debts by paying an equiva- 
lent of 20 percent or more of that year's value of exports. 


In the 1970's, the developed countries could never again enjoy the relative stability 
experienced after the war. The capitalist world experienced wild turbulence in the 
realms of production, trade and money and finance, and this turbulence violently 
pounded at the developing countries. 


First, the international monetary system, with the U.S. dollar taken as the key 
currency after the war, broke down completely. Crises of the dollar broke out 
repeatedly in the 1960's, leading to :\« ‘isintegration in the early 1970's of the 
international monetary system which ad Lcen established according to the Bretton 
Woods Agreement. From then on, int +: aational monetary and financial relations 
entered an era of greater chaos. 1 © s‘utegration of the old international mone- 
tary system, coupled with the repeated devaluations of the dollar and some other 
currencies (such as the pound sterling), led to the devaluation of the developing 
countries’ holdings of the dollar and other foreign currencies. Their real income 
from exports, whose value was quoted in the dollar, decreased, while their external 
debts increased because the gold clause was frequently added. 


Second, "stagflation" afflicted the economies of the develuped countries. During 
1973-1975, the gravest postwar economic crisis broke out in the capitalist world. 
Since then the economies of the developed countries have been suffering from "two 
high's and one low,” namely, high unemployment rates, high inflation rates and low 
economic growth rates. The developed countries have strived to export inflation 

to the developing countries through the export of various commodities and services. 
In addition, they practice more severe trade protectionism and shift their economic 
crisee to the developing countries. 


Lastly, because of world inflation and the prolonged depression of oil prices by 

the monopoly capital in the old industry, OPEC seized the power to set oil prices 

in 1973 through their struggles and then considerably raised the oil prices. Coupled 
with the fact that the international monopoly capital took this opportunity to raise 
the prices of goods, the higher oil prices aggravated world inflation and brought 
about greater difficulties for those non-oil producing countries. In 1975, their 
trade deficits totaled $41.5 billion, an increase of 2.5 times over 1973. (United 
Nations: "Statistical Handbook of International Trade and Development," 1977 
Supplement, pp 34-35.) The developing countries’ external debts also increased 
rapidly after 1973. The average annual increase was around $20 billion between 

1971 and 1973, and $40 billion between 1973 and 1977. In 1977 their external debts 
had increased to $285.2 billion. ("World Bank Annual Report," 1979.) 


On the whole, the major changes in the international economic situation since the 
1970's fully illustrate that various links of the old international economic system 
have got into crises. The restructuring of this old, irrational international 
economic system was finally urgently put on the daily agenda of history. The main 
force propelling this historical advance was the vast numbers of cppressed and 
exploited their world countries. 











Of course, the struggle of the Asian, African and Latin American countries and their 
peoples against imperialist control and plundering did not start recently, The 
development of this struggle has been closely related to the development of the 
international political and economic situation mentioned above. Generally speaking, 
thie etrugegle (ae undergone several stages of development as deacribed below. 


1) The period before 1955 was one of spontaneous struggles. Even before World War 
Il, some countries, in particular some Latin American ones, had struggled against 
imperialiem and foreign capital in order to safeguard national economic interests 
and to develop their national economies. Such struggles continued to develop after 
the war. For example, in 1951 the Iranian Government nationalized the British 
Iranian Petroleum Corporation, which had controlled Iran's economic lifeblood for 
4 long time. In 1954 the Government of Guatemala confiscated several hundred 
thousand hectares of land which had for a long time been forcibly occupied by the 
“green devil,” the United Fruit Corporation, To a certain extent such struggles 
dealt a blow to the imperialist forces in these countries. However, the struggles 
during that period were still spontaneous and scattered, not yet forming a global 
movement, @o that foreign monopoly capital could often suppress the struggles of 
the Astan, African and Latin American states with the help of the governments of 
their own countries. 


2) The period from the Bandung Conference of Asian and African nations to UNCTAD I 
was one of propaganda and organization. The convening of the Bandung Conference in 
1955 wae a historical event of global significance. After adequate discussion and 
after seeking common ground while reserving differences, the conference not only 
decided on economic cooperation and adopted a declaration on promoting world peace 
and global cooperation, but also for the first time voiced the demand to alter the 
old international economic system and to achieve economic independence. Our govern- 
ment representative, Premier Zhou Enlai, spoke at the conference: “We want not only 
political independence but also economic independence...We demand a change in the 
situation in which the Western colonialist countries exploit the oriental backward 
countries. We demand the development of an independent and autonomous economy for 
each Asian and African country. Striving for complete independence is the goal for 
the lone term struggle of the majority of our Asian and African states and peoples." 
(RENMIN RIBAO, 19 April 1955) The resolutions and the famous 10 principles of 
Bandung, adopted at the meeting, pointed out the direction and road for waging the 
anti-imperiaiist etruggle in depth in the economic domain. 


Enhanced by the spirit of the Afro-Asian conference, the unity and struggle of the 
Asian, African and Latin American nations were markedly strengthened and gradually 
consolidated into o unified force. In September 1961, initiated by Yugoslavia and 
some other countries, the first conference of the heads of nonaligned countries was 
convened in Belgrade. To be able to “speak with one voice," the developing countries 
organized themselves into a "77?-nation bloc” at UNCTAD I in 1964. In the “Declara- 
tion” it was stressed that they should “adopt all possible methods to increase con- 
tacts and talks among themselves, to facilitate establishing common goals and 
formulating programs for concerted action in international economic cooperation.” 
The e °blishment of the "77-nation bloc” signified that the developing countries 
had taren a road of allied struggle in the international economic field. Moreover, 
during che 1960's the developing countries also formed many important organizations 
of raw material producing countries or exporting countries as well as regional or 
semi-regional organizations for economic cooperation. 











3) After 1964, there was a period in which allied struggles were launched and 
gradually developed into a climax. The main problem in thie period was to formu- 
late a common program for struggle and to look for some material means of struggle 
against the developed countries, International monopoly capitalists were invari-~ 
ably believers in real atrength. What effective weapone could the developing 
countries possess? One was unity and another was raw materials, 


Actually, the developing countries learned to use the raw materiale weapon from 
the developed countries. By organizing various overt and covert alliances, Western 
monopoly capital had for a long time monopolized the marketing of raw materials and 
depressed raw material prices. If ao, why could the developing countries not give 
tit for tat and deal with them in the same way? In the 1960's, using raw materials 
as 4 weapon, the developing countries launched struggles both on the domestic and 
international fronts. A more marked struggle was that of OPEC, which was formed 

in 1960, Their struggle started with fighting for higher oi] prices and gradually 
developed into participating in the shares of the enterprises and into nationalizing 
o1l companies operated by foreign capital. The climax of this struggle appeared 

in 1973. The ofl struggle not only safeguarded their own national economic inter- 
ests, aggravated the capitalist world's political and economic crises and catalyzed 
disintegration within the developed countries, but more important, it manifested 
the strength of the Third World nations when they fought in unity as well as the 
power of the raw material weapon. 


Since the mid-1960's, the Third World countries have also worked hard to formulate 

a common program for struggle. At UNCTAD I the delegates of the developing countries 
put forward the idea of establishing a new and just world economic order. At sub- 
sequent UNCTAD meetings, the scope of discussion gradually expanded from the realm 
of trade to various other economic realms, such as resources, trade, industrializa- 
tion, money and currency, ocean rights, shipping, insurance, technological transfer, 
aids and debts, restructuring of the international economic structure, and the most 
underdeveloped countries and so on. Actually, UNCTAD has not only become the center 
for discussing and conducting negotiations on various problems concerning the new 
international economic order, but is also the place where some new ideas and new 
plans and methods originate. 


During the 1970's, the emphasis of the nonalignment movement and anti-imperialist 
anticolonialist struggle changed markedly. The third conference of heads of 
nonaligned countries began to pay attention to various modes of behavior of impe- 
rialiem and colonialism in the international economic field. The conference adopted 
the “Declaration on Nonalignment and Economic Development." At the fourth confer- 
ence of the heads of nonaligned countries convened in Algiers in 1973, international 
economic issues occupied a dominant position. The basic contents of the "Economic 
Declaration" and "Program for Economic Cooperation and Action," adopted at the con- 
ference, were subsequently incorporated into the "Declaration" and "Program for 
Action" adopted at the Sixth Special UN Conference. 


Thus, on the eve of 1974, the whole international political and economic situation, 
in particular the situation of the struggle of the Third World against imperialism 
and hegemonism in the international economic field, reached a new turning point. 

The banner of a now ‘nternational economic crder was hoisted against this background. 
It marked the entrance of the Third World's anti-imperialist and anticolonialist 
struggle into a new era of deveiopment. 














Il 


Since the Sixth Special UN Conference, the struggle of the Third World for estab- 
lishing 4 new international economic order has undergone a tortuous process of 
development. in 1977, when the talke at Parie between the North and the South ended 
in failure, the struggle degenerated from ite climax into a stalemate. Therefore, 
people ask: How should we assess thie etruggle? What will be the trend of its 
development’ 


The first problem involved here is the goal of struggle. This is aleo one that the 
international academic circles are arguing about rather enthusiastically, because 
on one hand, the developing countries have common experiences and face the same 
tasks, so that they have common interests and demande in their struggle for estab- 
lishing a new international economic order. On the other hand, their conditions 
are very complicated. They differ vastly politically, economically, socially, 
historically, culturally and eo on, Therefore, they differ in their understanding 
of the new international economic order. For many years, the delegates of many 
Third World countries have said that the ultimate aim of the new international 
economic order is to free their countries from imperialist control and exploitation 
and achieve economic independence and emancipation. (Boumedienne, the late Algerian 
revolutionary committee chairman, said at the fourth conference of the heads of 
nonaligned countries: “The basic aim of the African, Asien and Latin American 
countries is to struggle against the new forms of rule and exploitation,” and 

“the security of such countries as ours must be achieved through economic emanci- 
pation, eliminating the oppression and exploitation by monopoly capital and gaining 
real national independence.” (RENMIN RIBAO, 7 September 1973) In the opening 
apeech of the fourth conference of ministers of the "77?-nation bloc,” convened in 
February 1979, the Tanzanian president said: “Our aim is to completely emancipate 
the Third World nations from external rule. This is the basic contention of the 
rew international economic order. Unity is our means, and our sole means, of 
achieving emancipation.” He also said: “Our aim is to achieve economic emancipa- 
tion. This goal allows no compromise.") However, judging from the "Declaration 
on Establishing a New International Economic Order" and from the specific content 
of the contemporary struggle, the immediate target of the new international economic 
order is to safeguard national economic interests and to reduce and alleviate the 
control and exploitation of imperialism, thus creating an international environment 
more favorable to promoting the developing countries’ economic development. 


Therefore, judging from the historical and dialectical points of view, although 
some complications have occurred since the late 1970's, we must not underestimate 
the achievements of the Third World's struggle for establishing a new international 
economic order. The chief achievement is that within a short span, the Third World 
nations have achieved unity and pounded at the old international economic order for 
the “‘ret time, making some very significant progress in some respects. 


Since the 1970's, the Third World nations have discussed many aspects of trade and 
develc vent problems within such international agencies as the UN Trade and Devel- 
opment -rganization, in GATT and so on. The generalized system of preferences has 
now been accepted by the developed countries. After many years of talke and struggle, 
basic agreements have been reached on the matters of comprehensive commodities pro- 
gram and common funds, and the commodity agreement on rubber has been signed. 
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Through bilateral talks, some developing countries have signed relatively favorable 
economic and trade agreements with some developed countries, Examples are the two 
Lome Agreements signed in 1975 and 1979 between the group of African, Caribbean 

and Pacific region countries and the EEC. In particular, OPEC wae the first to 
breach the old international economic order, Other organizations o/ caw material 
producing countries have aleo had achievements in varying degrees. 


To safeguard the ownership of their own national natural resources, the Third World 
countries have reached and will reach agreements with the developed countries in 
formulating "The Code of Conduct for Transnational Corporation.” "The Code of 
Conduct on Technological Transfers" and “The Code of Conduct for the Union of 
Scheduled Liners," as well as in amending the “Treaty on Marine Cargo Transport." 
This will be beneficial to restricting the illegal activities of transnational 
corporations and to safeguarding the developing countries’ interests. The internal 
policy of many developing countries is to exploit foreign capital and technology 
and at the same time to make many policies and laws for supervising and restricting 
foreign enterprises. Many countries have nationalized foreign enterprises and 
increased their own equities in them. 


Economic cooperation among the developing countries has increased considerably. 

To achieve collective self-reliance and reduce their dependence on imperialist 
countries, the developing countries have formed more than 20 regional and semi- 
regional economic unity organizations. Some of these organizations cut tariffs 
within the regions and some even adopt common tariffs in external trade. Some 
organizations, such as Andean Group and ASEAN, not only actively coordinate the 
economic planning and policies of various nations and practice various kinds of 
economic cooperation, but promote internal discussions and unite their members 
ageinst the enemy in the face of the threatening aggression and expansion of Soviet 
social imperialism. Moreover, some developed countries indicate their willingness 
to continue their "d alogue” with the Asian, African and Latin American states 
because they depend considerably on the raw materials from the developing countries 
and need to unite the Third World to oppose Soviet aggression in their politics. 


Even in the monetary and financial domain which is tightly controlled by the 
developed countries, conditions are changing. To study the restructuring of the 
international monetary system, the deve'oping countries for the first time joined 
the HHK Panation Committee set up by the IMF and later the Interim Committee. In 
1976, according to the agreement reached at the Jamaica Conference of the IMF, 

the shares and voting rights of the developing countries in the IMF were increased. 
In addition, in recent years the IMF has provided new capital fund facilities such 
as petroleum loans, medium term loans and trust fund loans, as well as raised the 
Limits on ordinary loans, export fluctuation loans and loans as a buffer for stocks. 
Some developed countries even wrote off the debts owed by some of the most under- 
developed countries. 


All those things mentioned above are conducive to promoting the developing countries’ 
economic development and to alleviating the effects of stagflation which originates 
in the capitalist world and the effects of fluctuations in the international monetary 
and financial markets. To a certain extent those things have improved the developing 
countries’ status in the world economy and world trade. 
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Of course, because this atruggle involves major changes in international economic 
relations, it inevitably encounters resistance from many sides, Major breakthroughs 
have not been achieved in the talks between the developed and developing countries 
about economic and trade problems, Those achievements already won not only con- 
siderably fall short of the requirements of the “Declaration” of the Sixth Special 
UN Conference, but they do not markedly help reduce the economic difficulties of 
most developing countries, in particular the most underdeveloped ones. These are 
aleo objectives facts. 


The major factors hindering the smooth development of thie struggle are deacribed 
as follows. 


1) With regard to sabotage and obstruction by Soviet social imperialism, since 

the 1970's the Soviet Union has not only quickened its expansion in Asia, Africa 
and Latin America, striving to break up the consolidation within the Third World, 
but has persistently played the trick of disguising sabotage with support in the 
struggle for establishing a new international economic order. In most questions 

it has objected to the developing countries’ reasonable proposals and has refused 

to undertake obligations. For example, it has unreasonably rejected such issues 

as expanding the scope of the generalized system of preferences, accepting payment 
with various exchanged currencies in trade, carrying out the UN's development 
strategy concerning official aid targets for the Jeveloping countries, writing off 
part of the debts owed by the developing countries and go on. On the question of 
the common fund, the Soviet Union is not ready to contribute ite due share. It 
obstructs the developing countries in their proposal to hold global talks. However, 
it attempts to gain the privilege of the “most favored nation treatment” in inter- 
national talks with the arguments of “opposing discrimination" and "expanding 
East-West trade." Obviously, the Soviet Union's expansionism and sabotage not 

only seriously harm the stability and development of Asia, Africa and Latin America, 
but algo directly menace the establishment of a new international economic order. 


2) The developed countries, in particular the United States, tend to put off certain 
rational demands of the Third Worid countries. In recent years, although the United 
States has abandoned its past attitude of rigidity and has indicated that it accepts 
the concept of the new international economic order, it tries, nevertheless, to 
safeguard ite vested interests with the method of delaying under the pretext that 
its economy is slack. Some second world countries also often follow the United 
States on some questions out of their own interests. They are willing to help 
effect partial solution of problems by arranging one “bloc” to deal with another 
"bloc." Although this shows that they wish to help reduce the contradictions among 
developing countries, it also indicates an intention to break up the solidarity of 
the Third World. 


3) Different countries have different specific conditions, and therefore their 
interests differ when they are faced with specific problems. Moreover, imperialism, 
in particular the Soviet Union, has incited dissension among them. Therefore, over 
the pe * few years the contradictions among the developing countries have sometimes 
been raiher significant. When economic development is rather smooth or when the 
struggle is at high tide, some contradictions are temporarily overshadowed, but 
when the economic situation deteriorates, for example, when higher prices cause 
diffs ‘e as has been the case in recent years, or when the struggle is in a 
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deadlock, the tendencies of passive waiting and inaction and caring only about the 
interests of the part at the expense of those of the whole may appear and grow. 
Obviously, to some extent this weakens the strength of the developing countries in 
uniting to struggle. 


To sum up, because the old international economic system had been formed over a 
long period of exploitation of the Asian, African and Latin American countries and 
peoples by imperialiem and colonialiem, this old system can definitely not be com- 
pletely restructured at a stroke. In particular, at present the economic strengths 
of the two parties differ vastly and some complications have again occurred in the 
international political and economic relations, and therefore the struggle will be 
along term one, However, an increasing number of countries in the world have now 
realized that because the world economy is marked by increasing interdependence 
among nations, establishing a new international economic order based on equality, 
mutual benefit and cooperation is not only conducive to the Third World countries’ 
economic development, but is also conducive to the economic growth of the developed 
countries and to maintaining world peace. Therefore, no matter how tortuous the 
road of struggle is, if the Third World countries strengthen their solidarity, 
unite as many forces as possible and adopt correct policies and strategies, then 
they will be able to advance continually toward establishing the new international 
economic order. This is an irreversible trend of historical development. 


CSO: 4006 
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NATIONAL POLICY AND ISSUES 


BELJING ECONOMIC JOURNAL ON IMPROVING QUALITY OF PRODUCTS 
HK131438 Beijing JINGJI GUANLI in Ghinese No 9, 15 Sep 80 pp 3-4 


{"Economic Comment" by Jin Qige (6855 1142 3419): "Quality Management Should Be 
Given First Priority in Enterprise Management") 


[Text] Thies year, the activities of the third national "quality month" have been 
put into effect vigorously on the battlefront of industry and commerce. During 
“quality month,” mass inspection, comparison and appraisal, and summing-up have 
been carried out with reference to the past year's work in quality management, and 
this has clearly further strengthened quality management, and raised our goals on 
the qualicy of products; it will play an important part in promoting the continual 
raising of quality management work levels in China's industrial enterprises. 


During the first “quality month" in 1978, a great inspection of quality on an unpre- 
cedented scale was put into effect on the battlefront of industry and commerce, 
putting an end to the situation of the declining quality of goods caused by the 10 
years’ upheaval. The second “quality month" in 1979 went on the offensive to raise 
the quality of goods, promulgating the "Regulations of the People's Republic of 
China on Awards for High Quality Products," and distributing gold and silver medals 
for goods measuring up to international or domestic advanced standards; this encour- 
aged the broad masses of workers and staff on the battlefront of industry and 
commerce to strengthen quality management and arouse their enthusiasm for raising 
the quality of products. 


Since the second “quality month,” all departments of industry and commerce, along 
with enterprises, have formulated programs for upgrading and replacing products, 
forged ahead in inaugurating superior brand names, and set off a great upsurge in 
the production of high quality goods. According to statistics for the end of June 
this year, among 8,167 products under special assessment in 27 provinces, munici- 
palities and autonomous regions, the quality of 6,955 had bettered the levels for 
the same period last year; out of 63 products given special attention by 11 central 
departments, 54 had bettered the levels for the same period last year. The number 
of assorted, high quality goods recommended by all localities to the various central 
departments, or for which application was made for national quality awards, has 
alread reached 2,100; after selection and appraisal, more than 250 products were 
awarded gold and silver medals. 


Over the »ast year, the quality of many goods produced by enterprises in China's 
light industries, and in textiles, engineering and the chemical and oil industries, 
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among others, has equalled or bettered their highest .ecorded levels. By June of 
thie year, the ratio of top quality, high grade cotton yarn and cotton cloth goods 
had elready reached 97.56 percent and 97.1 percent respectively, and the ratio of 
top grade fine woolen fabrics had reached 95.25 percent. Out o, more than 1,700 
products under systematic survey by the first Ministry of Machine Building, the 
ratio of those found to be up to standard in spot-checks reached 97.6 percent, an 
improvement of 5,6 percent over last year; the ratio of important spare parts found 
to be up to standard in spot-checks was 93.3 percent, an improvement of 1.61 percent 
over last year, and the proportion of reject castings had fallen to 8.82 percent. 
Every one of the 78 products subject to special examination by the Ministry for 
Agricultural Machinery was above the level of satisfactory products; the ratio of 
assembled machines and of important spare parts whose p rformance was up to standard 
in spot-checks was also 100 percent. Several enterprises have also succeeded in 
developing new products at a level of sophistication comparable with that of the 
reset of the world. For example, in respect of significant technological and eco- 
nomic indicators such as heat insulation efficiency, refrigeration capacity per 

unit of power, unit refrigeration capacity and machine weight, the 2.4 million 
kilocalorie centrifugal refrigeration unit developed by the Chongqing Universal 
Machine Works approaches the level of advanced similar foreign goods. The heavy 
triple coordinate surveying instrument developed by the Shanghai Machine Tool 
Factory, and the twin wavelength double-»eam ultraviolet photometer developed by 

the Beijing No 2 Optical Instruments Factory also approach the level of the advanced 
similar foreign products. 


This year, too, is a year when experience in overall quality management is being 
further popularized and widespread. According to statistics, among over 5,000 
enterprises to which special importance is attached in 24 provinces, municipalities 
and autonomous regions, more than 4,400 are already trying out overall quality 
management. Up to the end of June, these enterprises had, between them, conducted 
more than 20,000 periods of study classes in overall quality management. In these 
enterprises, 31,000 mass "quality management groups" have sprung up. These groups 
are active in the forefront of production and have activated the development and 
perfection of this advanced experience. 


However, the development of this work is not balanced. Even now there are still 
some departments responsible for industry, and some leading comrades in enterprises, 
who lack a sense of urgency with regard to raising product quality. This is espe- 
cially true of enterprises which produce goods on which there is a state monopoly 
for purchase and marketing, or goods which are in short supply, where the tendency 
is to emphasize output and output value and neglect quality and variety of products. 
In individual enterprises, this even reaches the point where instances of retal- 
latory attacks have occurred against inspection personnel who adhere to quality 
specifications. 


We must come to the sober realiration that the fact that product structure is out- 
moded, technological and economic standards backward, design and color drab, variety 
of goods sparse, and quality very low in China's industrial production still con- 
stitutes an extremely salient problem. At present, world science and technology 

is progressing forward at a truly unprecedented rate, an’ the time taken by foreign 
countries to upgrade or replace their products is getting shorter and shorter, 

while the quality of their products improves daily. Consequently, if we do not 
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raise the quality of our products and develop new ones at an even faster rate than 
the capitalist countries, putting the four modernizations into effect will be no 
more than an empty and meaningless phrase. 


At present, in the areas of production and distribution, we are in the process of 
introducing a general policy which, under the guidance of state planning, will allow 
the full effect of market adjustment to be felt. By bringing market adjustment into 
play, the element of competition will necessarily be introduced into the quality 

and prices of goods. In order to further revitalize our economy, we should encourage 
and safeguard this kind of competition, we should consciously carry out the compari- 
son and appraisal of product quality, raise technological and economic targets, and 
we should moreover make everything public, giving the consumer a choice. To this 
end, every production enterprise must conform to the guiding principles of "quality 
first," and "achieve victory through excellence," raising the competitiveness of 
their own products in the market place. The former tendency of indifference as to 
whether a thing was done well or poorly must not be allowed to exist in the future. 
If an enterprise does not recognize this ineluctable trend, it will lose a great 
deal of its initiative. 


In modern industrial production, each enterprise is a producer, but at the same time 
it is also a consumer of themeans of production. For example, if we speak of a piece 
of machinery, then, at a specific level of design, the quality of the machine as a 
whole is determined by all the various components and fittings which go into its 
construction; and the quality of these components and fittings is likewise deter- 
mined by the quality of the raw and processed materials from which they are con- 
structed, At the same time, the quality of these raw and processed materials 
depends on the overall quality of the mechanical equipment which was used to produce 
them. In this kind of cyclical industrial production system, where everything is 
interrelated, each enterprise forms a component part, and it is only necessary for 
the quality of one enterprise's products to be poor for serious consequences to 
ensue, similar to “one rotten apple causing the whole barrel to go bad." Hence, 

we must vigorously encourage the spirit of considering the interests of the consumer, 
and of higher-level processes taking responsibility for lower-level processes. 

Every enterprise, workshop and work team, right down to the individual worker or 
member of staff, should take the attitude that “it all starts with me." We should 
vigorously expand the "reliable quality" movement engendered by the masses of indus- 
trial workers, promote a spirit of a high degree of awareness for mastering quality; 
that is to say that, starting with our own factory, our own workshop, our own work 
team and our own machine, we should strive for excellent quality in every single 
product, and for "reliability" in every single process so as to raise the level of 
quality throughout the spectrum of industrial production. 


If the quality of products is to be improved, it is essential to acquire experience 
in overall quality management. Overall quality management is a scientific method 

of managing modern industrial production. It requires a complete process, starting 
with product design, and including trial production, production and marketing, even 
going right up to after sales service; furthermore, every worker and member of staff 
must emohasize quality of work to the fullest extent, and must strive to improve 
techno.ogical and economic results, in order that high quality work can guarantee 
the production of high quality goods. All industrial enterprises must conscien- 
tiously implement the "provisional methods of overall quality management in indus- 
trial enterprises" promulgated by the state economic commission, and in studying 
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and popularizing the overall management experience of enterprises at home and 
abroad, they must without fail work on the basis of the actual situation, they must 
achieve integration in their studies, pay attention to summarizing their own expe- 
rience, and evolve overall management methods appropriate to the special features 
of their own particular undertaking. In this matter, we must certainly strive for 
economic results and, without being formalistic, without trying to "do everything 
at one stroke," gradually evolve a system of overall quality management which will 
possess distinctly Chinese features. 


We possess more favorable conditions for strengthening quality management and 
raising the quality of our products than do the capitalist societies. If we can 
only adhere to the guiding principle of "quality first," fully arouse the enthu- 
Siasm and initiative of the broad masses of workers and steff, and integrate 
scientific management with mass management, then we will surely be able to rapidly 
transform the backward state of industrial product quality, evolve more and better 
high quality products and satisfy the people's needs, as well as win honor for the 
socialist motherland inthe international marketplace. 


CSO: 4006 
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NATIONAL POLICY AND ISSUES 


PRC ECONOMIC JOURNAL DISCUSSES METHODOLOGY, POLITICAL ECONOMICS 
HK141428 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 80 pp 28-33 


[Article by Zhang Quanxin [1728 0356 2443]: "Comments on the Question of Methodology 
in the Socialist Realm of Political Economics"~-passages within slantlines denote 
boldface] 


[Text] The study of the question of methodology in political economics is an 
extremely important task in building up and developing policical economics. In 
the socie ist realm of political economics, how do we make use of the method of 
abstraction? What should be our starting point in analyzing socialist economics’ 
How do we carry out an objective observation of socialist economics? In the 
following I discuss some elementary views: 


/I. It Is Necessary to Start From Concrete Relations in the Formulation of Concepts/ 


All objective things are revealed at the different stages or as different entities 
in motion and in their relationships. Every stage or entity has its unique, specific 
relations. Since different concrete things are bound to have differences as well 
as common characteristics, it is possible to extract the general character from a 
certain type of concrete things. Just as Marx said, "/Production generally/ is an 
abstraction. It is a rational abstraction as long as the common point is extracted, 
stipulated and not duplicated." ("Selected Works of Marx and Engels," "Preface to 
Critique of Political Economics," Vol 2 p 30) However, it must be pointed out that 
we are bound to carry out abstraction of targets in different domains. Abstraction 
in different domains is stipulated by its own characteristics. Therefore, after we 
have made an abstraction in a large domain and carried out analysis of a more 
specific domain in this large domain, we must start from this specific relation and 
set special stipulations fer this relation. In this way we can carry out a sub- 
stantial analysis of concrete things and shall not only see the uniformity and for- 
get the essential differences. 


For example, it is necessary to manufacture products in any stage of society. Thus, 
we can abstract a general law concerning production. However, we should note that 
this general character is manifested as different special forms in the course of 
development. Taken as a whole, economic development in society proceeds from 
natural economy to commodity economy to planned economy. This has given rise to 
the formation of the law of production in natural economy, law of production in 
commodity economy and law of production in planned economy. All these are laws con- 
cerning production. However, each has special stipulations in various stages. This 
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is the division of the large stage. For the same reason, every small stage making 
up the large stage is a specific relationship and ie restricted by its own special 
characteristics. For example, commodity economy has the general nature of commodity 
economy. It has different special forme according to the production relations. 
There ie simple commodity economy, capitalist commodity economy and socialist commo- 
dity economy. Each has its distinct characteristics. Because of this, the general 
commodity economy demonstrates the law of value. Its characteristics differ in 
accordance to the production relations. In addition to general stipulations of the 
law of value, there are special stipulations for the law of value in the different 
relations of production, for example, the law of value of simple commodity economy, 
the law of value of capitalist commodity economy, and the law of value of socialist 
commodity economy. Simple commodity economy is an undeveloped form of commodity 
economy. It is a formulation from the natural economy of self-sufficiency. People 
are beginning to cooperate exchanging products which are in excess and they do not 
need. The law of value is manifested in a simple primitive form. Capitalist commo- 
dity economy is a developed commodity economy. At this time, all products, including 
labor, have become commodities. As a general law of value of commodity, it is 
manifested as the law of capital movement when it has acquired the special nature 

of capitalist commodity economy. 





Then, does the law of value of socialist commodity economy have its own special 
nature? The answer is affirmative. Unfortunately, many comrades now have not paid 
enough attention to discussing this question. 


For example, some comrades think that the law of value in socialist economics has 

a blind and spontaneous role. Its role contradicts with the basic socialist eco- 
nomic law and the law of planned proportionate development. If we say that it plays 
a regulative role in socialist economy, it also plays a role in the negative side. 
Obviously, this view has neglected the fact that the law of value still has its own 
socialist nature in socialist economic relationships and regarded the law of value 

in socialist commodity economy as basically different from and even alien to 
socialist economics. Therefore, we have come to the conclusion that we should not 
develop commodity economy whiie also developing socialist economy but should restrict 
the law of value. 


Some comrades have carried out many investigations into the special stipulations of 
the law of value in socialist commodity economy. This is good. However, there are 
also some shortcomings in some of their analysis. For example, some comrades 
attempted to use the different extent and different domains in which a role is 
played to illustrate the differences in the nature of capitalist and socialist 
production relations. Actually the difference in quantity is seen but not the 
difference in quality. Thus, the special characteristics of its own nature are not 
revealed. 


Some comrades have also made new investigations into the definition of the law of 
value itself and pointed out that the law of value is the law of saving time and 
also the use of the smallest consumption of labor to attain the greatest economic 
results. The law of value in this sense is a law which plays a role in all economic 
movements. These comrades also pointed out the different forms of manifestation of 
this law under various ownership systems. The law of value in private ownership in 
social economy is the law of market value. In public ownership in social economy 
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(Communist ownership by the whole people), the law of value is the law of value in 
planned economy. The basic difference is that the value of one must be revealed 
through market exchange, and the other can be directly expressed through planned 
calculation. The law of value in socialist economy basically is the law of value 

in planned economy. However, because of commodity production, there is a certain 
form of the law of market value in commodity economy. This version has many strong 
points over the former. These are strong points because they form a generality 

from the law of production of all the products in society (which it called a law of 
value of the law of time saving), take the law of commodity economy and the law of 
planned economy as different specific forms of this law in development and as the 
different stages of the continual movement of the same entity (the law of labor 
time) so that people can see the special characteristics found in the various social 
Stages. This is of tremendous significance in drawing the attention of people to 
the objective entity and the relationship between the law of value and the law of 
planning. However, the main shortcoming of this version is that it calls the law 

of production in society the law of value. The value here is no longer the value 

of commodities as generally understood by people. This has created a problem. 

Marx stipulated value as the value of commodity and he clearly pointed out that it 
was the domain for embodying the relationships among the different owners. Most 
people undertake this stipulation as the basis of understanding the domain of value. 
Therefore, it will easily cause confusion in its usage. Certainly, in order not to 
cause confusion in usage, we can, through various explanations, differentiate between 
and specify the value in the law of time saving and the value in the law of commodity 
economy. However, this will create many problems in understanding, research and 
writing. 


The iaw of value in socialist commodity economy should be stipulated by its own 
characteristics. Then, how can we bring about this stipulation? This is certainly 
a question which can only be answered by thorough study. Here, we should enphasize 
that we must firmly grasp the concrete relationship in socialist commodity eccuomy. 
That is to say that we must carry out abstraction from the concrete relationship 

of socialist commodity economy and grasp its essence before we can stipulate its 
own characteristics. 


Many comrades have already pointed out that socialist commodity economy should be 
planned commodity economy. Some also said that it should be planned economy of a 
certain commodity form. Which version is sound? There is room for study. However, 
one common point illustrates that a ceonucrete socialist commodity economic relation 
is a close integration and complete amalgamation of commodity and planning. A great 
number of facts also prove that in socialist society, all products have a commodity 
nature and all socialist commodities are infiuenced by planning. In socialist 
economy, the value of a commodity is determined by the time and labor required to 
manufacture the commodity within society and exchange is carried out for something 
at equal value. But it is also the commodity of planned economy, thus it is sub- 
ject to planning and the requirement of planned distribution of labor time in the 
various production departments according to social needs. These two are completely 
integ: ced. (This is a chemical combination which is the nature of socialist 
commodity economy.) It permeates the process of socialist commodity economy. It 
regulates, dominates and restricts socialist commodity economy. The loss of any 

one item cannot explain how the nature of socialist commodity economy is stipulated. 
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Is it appropriate to take planning and value as the content of the law of socialist 
commodity economics at the same time? I think that it is appropriate. On the con- 
trary, some people take the law of value and law of planning as two mutually inde- 
pendent laws in the course of explaining socialist commodity economy. In particular, 
they take the nature of the law of planning as independent of the nature of commo- 
dity economics. This is questionable. If we say that planning is independent of 
commodity economy, how can we explain the socialist nature of socialist commodity 
economics? Since all socialist products are commodities, what is the substance of 
the law of planning when it is divorced from commodity economics? Obviously this 
cannot be answered. 


I think that the law of value and the law of planning are certainly two different 
laws. However, this is seen in light of the different stages of the development of 
the production law of products in society. Law of value plays a role in commodity 
economics. Law of planning plays a role in planned economy. Our present socialist 
economy is a commodity economy. However, it is a commodity economy which has 
entered the stage of socialist public ownership. Therefore, it has become a 

planned commodity economy. As a transitional form from commodity economy to pure 
planned economy of single public ownership, it really has the dual nature of commo- 
dity economy as well as planned economy. From this concrete relationship, we should 
abstract the special laws which conform to its own nature. 


It is extremely important to start from and correctly stipulate the laws of socialist 
commodity economy. Only in this way can we avoid the tendencies which stress commo- 

dity economy but neglect its socialist characteristics and confuse it with capitalist 
commodity economy and the tendencies which pay attention only to planning but negate 

the necessity for developing socialist commodity economy and direct socialist economy 
with pure Communist planning. 


/Il. It is Necessary to Clarify the Logical Starting Point in Forming the System/ 


When compiling teaching materials on the socialist realm of political economy in the 
past, we generally started from socialist public ownership. Many comrades tend to 
take public ownership as a determined prerequisite without first analyzing the 
various socialist economic domains. This is used as proof to show whether an eco- 
nomic domain is a socialist economic domain: since it is public ownership, this 
economic domain is also a socialist economic domain. This method is problematic. 


In the course of duplicating in our minds the logical starting point of objective 
las, the scientific method of abstraction must start from the most abstract domain 
‘© the duplicated object. This most abstract domain must possess three conditions: 
') it is the most essential characteristic and is generally found in the object; 
2) it incorporates the sprouts of all the contradictions within the object; and 

3) it is simple and direct so that it can be clearly taken out from the duplicated 
object without taking any other domain as a prerequisite. For example, in Marx's 
"Das Kapital," the duplication of laws of capitalist economic relationships starts 
from commodities and has firmly grasped the above characteristics and possessed the 
three stated conditions. 


To start with public ownership is to start with the system of ownership. What is 
the system of ownership? The system is the sum total of production relations. Marx 
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commented on caj italist ownership=--all economic domaine--commodity, value, money, 
credit and so forth “are combined together to form the so-called /syatem of owner- 
ship/ in social relations.” ("Selected Works of Marx and Engels," “To P.V. Annenkov 
26 December 1846," Vol 4, p 324) We aleo said on another occasion, "/Private owner- 
ship/ ie not a simple relationship and is definitely not any abstract concept or 
principle but the sum total of the /bourgeois/ production relations.” ("Complete 
Works of Marx and Engels," "Ethical Critictem and Critical Ethice," Vol 4, p 352) 
The definition of bourgeois ownership is the description of all the social relation- 
ships in bourgeois production.” ("Selected Worke of Marx and Engels," "Metaphysics 
in Political Economics,” Vol 2, p 144) He criticized Proudhon's discussion of 
ownership separate from the various domains of economic movements which reveal pro- 
duction relations "as nothing but metaphysics of an illusion in the science of law." 
("Selected Worke of Marx and Engels," “To P.V. Annenkov, 28 December 1846," Vol 4, 

p 324) 


Thus, it cea be seen that ownership .. definitely not the most abstract domain in 
economic relationships. On the contrary, since it is the sum total of production 
relations, it includes things in all the domains of the object. It is a very 

rich substance. To understand it can be seen that concreteness is either perceptual 
concreteness or conceptual concreteness. Perceptual concreteness has not yet been 
stipulated and is a confused idea. It cannot become the starting point for logic. 
Conce>tual concreteness is already the outcome of logic and not the starting point 
of logic. 


Therefore, we say that the system of ownership is a concept which has not been stipu- 
lated before our detailed analysis of various economic domains of the entire economic 
movement which make up certain relations in life. The system of ownership is a 

thing which has not been stipulated. It is an empty, circular bid to take a thing 
which has not been stipulated as a stipulated prerequisite and put it forth to 
stipulate the other economic domains. 


Where should be the logical starting point of the duplicated socialist production 
relations? 


Firet, I do not think that we can simply initiate Marx in starting with commodities 
in his duplicationof capitalist economic relations. Although socialist economy is 
commodity economy, it is commodity economy under public ownership and is planned 
commodity economy. 


Next, | do not think that we can simply say that duplicated socialist economic rela- 
tionship can start from products in the sense of pure public ownership. Although 
socialist economy is public ownership, it is still considerably different from the 
total abolition of commodity economy. Similarly, some people advocate planning as 
the starting point. Again, this is obviously inappropriate. 


Then where should it start’? According to the investigation as presented above, can 
it ete’ with planned commodity? A large number of facts show that taking this as 
the sterting point can explain the various socialist economic domains and conform 
to logical and historical requirements. This is to say that the entire commodity 
economy starts with commodity. It can explain all phenomena in terms of simple 
commodity economy. When developed to capitalist commodity economy, capital has 
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become the essential part. (Marx, in "Preface to Critique of Political Economics,” 
called capital the “essential part" of capitaliat economics and described capitalist 
society ae “all social forms where capital had a dominant position.” ("Selected 
Works of Marx and Engels," Vol 2, p 109) Marx, in "Das Kapital” Volume 3 also 
talked about capital as "a domain which occupied a ruling position in the capitalist 
mode of production" and as “a production relation which played a decisive role,” 
"Das Kapital," Vol 3, p 935), Developed to socialist commodity economy, planned 
commodity has become the essential part and the basic economic domain which deter- 
mines the socialist nature. Simple commodity economy is the etarting point of the 
development of commodity economy. Capitalist commodity economy is the peak of the 
development of commodity economy and socialist commodity economy is the last stage 
of commodity economy before its extermination. After the socialist stage, the 
commodity economy will eventually perish. Only then will pure and real planned 
economy mature and planned economy begin its developmental process. 


What is said above is certainly only a very elementary. Where should the starting 
point of duplicated socialist economic relations begin? This is an important 
question which requires thorough study. However, this is a question which cannot 
be answered right away. Whether the logical starting point of a system can be 
correctly grasped and abstracted marke the degree of maturity of this theory iteelf. 
After years of study by many experts, the duplication of capitalist production 
relations was finally completed by Marx who scientifically began with commodity. 
Socialist economic relations have not yet been fully developed. It is very diffi- 
cult to grasp the most abstract domain by means of assumption. This article does 
not assume to correctly point out what should be taken as the starting point, but 
has simply put forth the question of whether it is appropriate or not to start with 
the system of ownership. 


A great many facts show that there are many problems if socialist economic relation- 
ships start with the system of ownership. Before analyzing the various domains 
which make up the entire socialist economic movement, there has been, for a long 
time, a tendency to take public ownership as a prerequisite which was formulated 

a long time ago. This will inevitably lead to simplication in the analysis of 
problems after a long time and people may not even be able to understand how to 
differentiate between the various economic relations. They do not differentiate 
between the different economic movements but only analyze everything by means of 
the system of public ownership which has not been stipulated. However, when the 
study goes deeper, they will become muddled when they see similar trends. This 
analytical method has precisely made some comrades unable to understand the essen- 
tial differentiation between the public ownership in socialist economics and 
capitalist economics which goes towards state monopoly: some comrades still tend 
to use this method to illustrate the difference between the social economy in our 
country and the social economy in Soviet Russia and they are bound to encounter 
difficulties in theory. Finally, when they think of how to ascertain the system 
of ownership which is taken as the prerequisite for the differentiation, they feel 
that there is no way to solve this problem and go toward the theory of determinism 
that leadership determines the superstructure of the system of ownership. 


/IIIl. In the Pure Examination of Economic Relationships, it Is Aleo Necessary to 
Pay Attention to the Study of the Role of Various Complicated Factors/ 
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In carrying out ecientific research, it is often necessary to first discard the 
various incidental and complicated phenomena and carry out pure examination of the 
essential relationships of the objective facts so as to grasp the inevitable nature 
of the objective target. Marx cited examples from natural eciences: in the exami- 
nation of natural processes, it is “necessary to carry out examination of aspects 
which are manifested ae the most precise and accurate and the least affected by 
disturbances." (Marx: “Das Kapital,” translated by Guo Dali and Wang Yanan, 
People's Publishing House, 1963, Vol 1, p 10) The etudy of social sciences is also 
like thie. We must utilize absetraccion power, tightly grasp the most essential 
things in economic relationships which have been taken as the target, discard the 
various complicated and incidental phenomena and factors and carry out pure exami- 
nation of the economic domaine before we can grasp the essence and natural laws of 
the target. We must comply with thie demand put forth by the ecientific method of 
abetraction. 


However, the ecientific method of abstraction ise the dialectical unity from the 
concrete to the abstract and back to the concrete again. This means that after we 
have discarded the various complicated factors from perceptual concreteness and 
obtained abstract stipulations in the pure sense, we still have to take the road 
of abstraction to concreteness and make up the relationships of various phenomena 
in objective things and events. At this time, we cannot discard and neglect the 
various complicated factors which are discarded in pure examination but must grad- 
ually take into consideration the various phenomena accerding to their original 
relationships in objective facts and events. Socialist economic relationships or 
laws are also like this. We must certainly discard various complicated factors in 
our study of economic relationships and correctly fix our concepts through pure 
research, but we should not discard and ignore them completely when we make up 
their relationships. 


We can only find out the intermediary which links up the domains from a large number 
of phenomena. For example, we study the various socialist domains and laws, how the 
economic domains such as commodity, value and profite and even the basic economic 
laws, laws of planned and proportionate development, law of value and the law of 
distribution to each according to his work, make up the unified process of economic 
movement. We should not, like what some comrades do, regard socialist economic 
movement only as the combination of some independent laws. This does not explain 
the system of the law of unified movement of the socialist production process, 
exchange process and distribution process. In order to form a unified system, it 

is not enough to merely clarify concepts but we must consider the conditions of 
their movement under various complicated factors and how they change. At this 
point, we must include the various complicated phenomena which they reveal and take 
these as the intermediaries. Only in this way can we clarify the relations between 
domains and laws. 


In addition, the task of our explanation has to go back to the surface of society. 

We must, through analyzing the nature of the economic relations, explain numerous 
phenor ca which we come into contact with. Thus, we have to include the various 
complic.ced factors and phenomena. In our present socialist society, in addition 

to the predominant economic form, there are some remnants of the old economic sys- 
tem. At the beginning of our study, we must ignore these various complicated factors 
and examine the predominant economic form in ite pure form. Only in this way can we 
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grasp the essence and reveal the inevitable regularity. In methodology in the 
so-called economics of the “gang of four," they tend to cram the remnants of the 

old economic forme existing in socialiem into the domains of socialiat production 
relations, We must criticize the fallactes of Du Zhuan who claimed that "there 

are capitaliat factors in socialist production relations” and the “principle of 
distribution to each according to hie work ie the economic basis engendering 
capitaliom” and mixed the socialist economic domaine with the capitalist economic 
domains so that the socialist production relations are mixed with capitalist produc- 
tion relations, 


We must also notice that in our present socialist society, remnante of the old 
economic relations will inevitably play a certain role and influence the socialist 
production relations. We must discard them in our pure examination of the socialist 
economic domains, We must not entirely ignore the role and influence of these 
factore when we go from abstraction to concreteness and in particular when we go 
back to the various questions on the surface of society. We must take into consid- 
eration the role which these factors play in the socialist economic domain and the 
changes which thie role may bring in socialist economics before we can realistically 
explain the various economic phenomena in society, before our political economics 
can profoundly and broadly explain the various conditions which emerge from society 
and before the study of political economics can play a realistic guiding role in 
actual economic work. 


Il have only put forth severa.: approaches on the above questions. I have only 
pointed out here the importance of paying attention to the question of methodology 
in the study of the socialist rea. of political economics. We cannot answer a 
large number of questions without clearly studying the question of methodology. 
(This manuscript was received in February 1980.) 
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NATIONAL POLICY AND ISSUES 


ECONOMIC SELF-SUPFICLENCY OF ENTERPRISES OWNED BY ALL THE PEOPLE DISCUSSED 
Beijing RENMIN RIBAO in Chinese 25 Sep 80 p 5 


[Article: "A Discussion of Economic Self-Sufficiency in Enterprises Under Ownership 
By All the People") 


[Text] In May the editorial department of the Sichuan journal SHEHUI KEXUE YANJIU 
[SOCIAL SCLENCES RESEARCH] held a conference on economic self-sufficiency in 
enterprises under ownership by all the people. 


is Economic Self-Sufficiency of Enterprises Under Ownership By All the People a 
Necessary Trend in the Reform of Our Country's Economic System? 


Many comrades believe that implementation of economic self-sufficiency in enter- 
prises under ownership by all the people is a necessary trend in the improvement 
of our country's economic system and an important part of major reform. This is 
because: (1) Independent accounting and economic self-sufficiency are not only 
economic categories of the private ownership system and the collective ownership 
system, but are also economic principles current in a commodity economy. Enterprises 
owned by all che people are commodity producere which have relatively independent 
economic interests, and should have a certain independence in management and 
administration. (2) Experiments in this province indicate that expanding enter- 
priee autonomy has brought profound changes to all of economic life, and has 
produced many outstanding results. But the current method of expanding enterprise 
autonomy is still not perfect, and the economic benefits which the enterprises have 
obtained are not sufficient, the rights given to the enterprises arid their expanded 
reproduction capabilities are incomplete, the economic responsibility which the 
enterprises have is limited, and we still have not fundamentally broken out of the 
mold of state control of receipte arid disbursements and “everybody served from the 
same pot," so that we cannot thoroughly bring enterprise activism into play under 
the guidance of the state plan. This is the reason why the reform of the economic 
system cannot come to a halt with expansion of enterprise autonomy, but must 
further develop to economic self-sufficiency. (3) When enterprises under all the 
people institute economic self-sufficiency, and payment of profits to the higher 
levele is replaced by payment of taxes to the state, this will fix distribution 

of in se between the enterprises and the state in a legal form, which will be 
helpful in guaranteeing the state's financial income. The production expansion 
fund, berefite fund, wage incentives fund and reserve fund which the enterprise 
establis! es out of ite net profit after it has paid taxes to the state can be used 
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to expand production and increase employee benefitea, This will link the interests 
of atate, enterprise and workere more closely together, and the system of enter- 
prise ownership by all the people will take on an unprecedented vitality. 


Some comrades believe that it is too early to say that economic self-sufficiency 
in enterprises owned by all the people ie the direction of reform of the economic 
syetem and a necessary tendency, but that a determination must be made by meane of 
experiments and practice. 


Some comrades also believe that payment of taxes to the state and economic self- 
sufficiency of enterprises under ownership by all the people are not the same thing 
as economic self-sufficiency in the collective ownership system. Whether the term 
“economic self-sufficiency" should be used to express and reflect the actual 
circumetances of possession of relative independence by enterprises under ownership 
by the whole people merits further study. 


Can Economic Self-Sufficiency In Enterprises Under Ownership by All the People 
Change the Nature of Ownership by All the People? 





Some comrades believe that economic self-sufficiency in enterprises owned by the 
whole people not only will not change the nature of ownership by the whole people 
but in fact is more suited to it in the present stage. There are four reasons. 

(1) Economic self-sufficiency in enterprises owned by all the people is one aspect 
of reform of the economic management system, and although the management system 
and ownership system are related, they should not be confused with each other. 

In general, the ownership system is stable, whereas the administrative and 
managerial form is flexible and varied, and does not imply a shift in ownership of 
the means of production. (2) Economic self-sufficiency in enterprises owned by all 
the people is a consistent implementation of state policy and decrees which 
guarantee comprehensive and complete state planning and implementation of economic 
contracts, paying of fines according to regulations, and strict adherence to 
financial discipline. The fixed assets held by an enterprise are taxable by the 
state through a fixed assets tax, and the enterprise still treats means of 
production which augment the production development fund as owned by all the 
people. (3) The exercising of economic self-sufficiency by enterprises owned by 
all the people is dual in nature. On one hand the enterprise covers expenditures 
from income, thus realizing a profit or less; on the other hand, the representative 
of all the people as owners, i.e., the state, also participates in accounting 

and distribution of profits. (4) Enterprises under ownership by all the people 

in the current stage in our country have partial ownership and use rights, and have 
their own interests, and if these partial ownership and use rights are linked with 
the interests of the employees, this will greatly stimulate enterprise and employee 
activien. 


Some comrades believe that economic self-sufficiency in enterprises under ownership 
by all the people could change into enterprise ownership under the following 
circumstances: (1) in terms of enterprise production funds, when the fixed 

capital allocated to the enterprise by the state has been fully depreciated and 

the enterprise uses its own funds to renovate fixed capital, if the state does 

not levy taxes on the fixed capital or collect depreciation, the fixed assets 
become the enterprise's property; (2) when the capital construction investments 

are changed from financial allocations to enterprise loans from development banks 
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with payment of interest, once the enterprise has paid off the capital construction 
loan in inetallmente, the fixed assets are then enterprise property; (3) when 
unified industrial and commercial taxes and income taxes are levied against the 
enterprises, the distribution of profit becomes entirely a matter of the economic 
relationship between the enterprise and the staff and workers, and if the state 
does not participate, the system of ownership by the whole people may change to 
enterprise ownership. 


Some comrades believe that there are two objective yardsticks for whether or not 
the nature of the system of ownership by all the people is altered. One is that 
the enterprise owned by all the people has only partial ownership and use rights 
over the means of production, and the enterprise must guarantee comprehensive 
fulfillment of the state plan; second, mst excess output of enterprises under 
ownership by all the people becomes the property of all the people (whether by 
payment of profits to higher levele or payment of taxes). Adherence to these two 
standards will guarantee the nature of the system of ownership by all the people, 
and if the two standards are departed from, the nature of the system of ownership 
by all the people will have been changed even if it is still called ownership by 
all the people. 
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NATIONAL POLICY AND ISSUES 


SHORTCOMINGS IN ECONOMIC STRUCTURE EXAMINED 





Beijing JINGJI KEXUE [ECONOMIC SCIENCE] in Chinese No 1, 20 Feb 80 pp 6-13 
[Article by Sun Shangqing [1327 1424 3237]: "On Economic Structure"*) 


[Text] In the past 30 years, our country's socialist construction has accomplished 
a great deal. However, the improvement in the people's livelihood has been very 
slow, with strained situations or shortages in agriculture, food, living quarters, 
and transportation persisting up to the present, and insufficient economic benefits 
to the people. The reasons for this are principally the destruction carried on 

for a long time by Lin Biao and the "gang of four," and in addition to this, 

there is the rapid growth of our population, poor grounding, and deficient founda- 
tion, but there is another important problem, which is that there are several 
irrational places in our economic structure. In a structure like this, even if the 
economy is made to develop very rapidly, it is extremely difficult to raise the 
people's standard of living proportionately. 


In the following we try some implications of economic structure and standards 
of appraisal to make a preliminary inquirty into manifestations of irrationality 
in our economic structure and the theoretical and ideological roots that produced 
them. 

id 


(1) 


Structure, as its name implies, has to do with construction. Our study of economic 
structure is aimed at clarifying how it is constructed internally as a means of 
arranging it more rationally, more effectively. Then, what are the implications 

of economic structure? 


Some comrades say that economic structure is just a proportionate relationship. 

I feel that this viewpoint is oversimplified. Proportion generally represents 

a quantitative relationship, indicating that some kind of numerical relationship 
ought to be maintained between the various departments, industries, and products 
of the national economy, to achieve an overall balance. But the content of 
structure is much more wide-ranging than the aforementioned quantitative relation- 
ships, such as the structure of the system of ownership, the structure of economic 
technology, the structure of economic divisions, etc., all of which are included 
in economic structure, are not simply a question of quantitative relationships. 





*This article ie written on the basis of notes on a scholarly report done by the 
economics department of Beijing University in September 1979 
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Economic structure regards questions from both quantitative and qualitative view- 
points, it includes all kinds of proportions in the national economy, and also 
includes the mutual relationships and mutual restraints between the various domains, 
departments, industries, and various regions of the national economy. Marx spoke 
of "the ecopomic structure of the society formed by the eum total of economic 
relations.” Here, economic structure indicates the sum of productive relations. 
However, on another occasion Marx gave it a broader implication, pointing out: 
",..the relationship between those who undertake production and nature, as well 

as the mutual relationship between them, the sum of all kinds of relationships 

for the purpose of carrying on production, arg what are viewed as society from the 
standpoint of the social economic structure."” Here, Marx surveys the social 
economic structure as the relationship between the producer and nature, and also 
views it as the mutual relationships between producers. Therefore, there is the 
question of production relations as well as the question of productive force. 

We will apprehend the implications of economic structure in this sense, and will 
conduct our study of economic structure. 


In general, the problems we now want to study in connection with economic structure 
are: 


1. Structure of productive industry. This includes the structure of agriculture, 
light industry, heavy industry, internal parts of agriculture, internal parts of 
industry, the productive realm and the non-productive realm. 


2. Structure of economic technology. This indicates the present stage structure 
of manual labor, semi-mechanized labor, mechanized labor, semi-automated labor, and 
automated labor, how these ought to be rationally deployed in accordance with the 
specific circumstances in our country, to rationalize the deployment of the social 
economic technology. 


3, The structure of economic organization. Some of our state-operated enterprises 
are subordinate to the various industrial ministries of the central government, 
some are subordinate to provinces and municipalities, and some are subordinate to 
prefectures and counties. After all, is it better to have direct management by 
various levels of government, or would it be better to establish various kinds of 
economic organizations to manage under government guidance, and what kind of 
structure would be rational for these economic organizations, thus obtaining the 
greatest economic result? Practice proves that the organization of various kinds 
of specialized, integrated companies is much superior to having administrative 
departments manage the economy. However, there should be research in depth on the 
structure of the economic organizations, their style of action and mutual relation- 
ships, and the kind of relationship they will have with the administrative organi- 
zations on various leveis. Clearly, this is a question of organizational system 
as well as of structure. 


4. The structure of the system of ownership. We should ecudy all kinds of systems 
of ownership, ownership by ail the people, collective ownership, individual owner- 
ship, Chinese and foreign joint operation, etc., to determine which structure is 
of bem it to economic development at a given level of economic development. 





1. Forewerd to "A Critique of Political Economy, "Selected Works of Marx and 
Engels," Vol 2 p 82 


2. Marx, "Das Kapital,” Vol 3 p 925 














5. Product structure and import-export product structure, 


6. Employment structure. This is mutually related to the structure of economic 
technology, and under certain conditions, when we arrange for more manual labor, 
there are more opportunities for employment; when there is more automation, there 
are fewer employment opportunities. It is also related to the structure of 
productive industry. With the development of the social economy, there must be 
corresponding development of service industries, culture, education, science, 

and health realms, and if the speed of development of these departments cannot keep 
up, there will be fewer ewployment opportunities; if their speed of development is 
appropriate, there will be more employment opportunities. Therefore, it is worth 
studying what structure is suitable to recruit the labor force that the nation 
must make arrangements for each year. 





7. Investment structure. We must study what kind of relationship there should be 
between our investment in various areas, and how they should be regulated and 
improved, and under what conditions. 


8. Regional structure. This is principally a question of economic divisions, 
and includes the question of urban-suburban structure. 


9. Price structure. For example, we should study which products should establish 
unified prices, which products should adopt floating prices, and which products 
can employ free prices; as well as, under what circumstances and with regard to 
which products we should implement protective pr‘ves; and also, the relationship 
between prices in domestic and foreign trade, etc. 


10. The structure of accumulation and consumption. This is the question of 
rational allocation and use of the national income. 


The foregoing 10 area structures include both productive relations and productive 
force. We should not here emphasize either side, but should carry on our study of 
productive relations and productive force together. We should investigate and 
study the present form of these economic structures and the course of their 
historical formation, examine foreign experience, and find a model for socialist 
economic structure that is rational in view of our country's circumstances. What 
is called rational cannot be separated from a given time and conditions. What is 
rational today may be irrational in a few aspects when the economy has advanced 

to another level, and must then change. Therefore, our mission is not to design 
a plan for a perpetual economic structure, but to study the various kinds of 
internal laws of economic structure. As a first step, we must study how to adjust 
the economic structure in the plans for next year and the year after. For the next 
step, we must study how to arrange the economic structure for the period of the 
Sixth Five-Year Plan and what form our economic structure should have by the end 
of this century. 


In that case, what are the basic criteria for examining and judging whether or not 
the economic structure is rational? 


First, it can fully utilize and develop a nation's various advantageous conditions 
and avoid those that are disadvantageous. For example, Iceland is a country with 
very rich water conservancy resources, and they have principally depended on the 
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development of electric power to develop their economy, using their surplus 
electric power to process, for export, those products that coneume the greatest 
quantities of electric power, and have obtained an outstanding economic result. 
Japan has a dense population and few resources, but proceeding from their own 
conditions, utilizing their own characteristic well-developed ocean transport and 
using high-tonnage ships producing low transport costs, they brought in Australian 
iron ore and again fully utilized their manpower and imported technology to refine 
high quality, low cost, highly competitive steel products. They also developed 
their geographic characteristics by locating their large iron and steel plants 

on peninsulas or artificial islands, with the whole plant like a big wharf, ore, 
coal, and raw materials coming in at one side and after undergoing refining and 
rolling, the finished materials being loaded on ships for export at the other side, 
saving large quantities of transport and transport fees. In the past 30 years, 
some of the points adjusting our economic structure were correct and contributed 
to the development of our advantages of a large population and rich resources, 

but there were also some that failed to take advantage of strengths and avoid 
pitfalls, and with our own deficiencies on every hand, the result was that the 
burden was heavy, the expenditure was large, and the result was relatively small. 


Second, it car produce a proportional and coordinated development of all parts 
of the national economy and carry on social reproduction successfully at high speed. 


Third, it can produce rapid advancement in technology and improvement in the labor 
productivity rate. 


Fourth, the people's livelihood will constantly improve on the foundation of 
developing production. Our economic structure ought to guarantee the gradual 
implementation of this kind of cycle: high productivity--high consumption--high 
accumulation--high speed, in short, fully develop the superiority of the socialist 
system. 


(II) 


What are che principal problems in our country's economic structure at present? 

Some comrades feel it is a dislocation in proportion, and this is no doubt correct. 
However, as has been mentioned, we cannot equate questions of proportion with 
questions of structure, so we can take note of the dislocation in proportion, but 
this is not equivalent to apprehending all the problems that exist in the structure. 
I feel that the economic structure that our country has formed over the past 30 
years has rational parts and has irrational parts, and the principal irrationalities 
appear as: 


l. The productivity of agricultural labor is low and its development is slow. 


Everyone knows that the more backward the economy, the more labor force is engaged 

in agriculture. In 1978, our country's agricultural population accounted for 

84.6 percent of the total population. Agricultural labor force accounts for 74 
percen® of che social labor force, and although agriculture takes up this high a 
ratio, »ecause the agricultural labor productivity rate is low, the agricultural 
product still cannot satisfy the needs of the national economy. In 1978, the average 
amount of food produced per unit of agricultural labor force was 1,040 «ilograms 

in our country, but it was 95,352 kilograms in the United States, 10,265 kilograms 
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in the Soviet Union, 32,609 kilograms in England, 20,155 kilograms in France, and 
18,877 kilograms in West Germany. As for agricultural structure, of the gross 
product of our agriculture in 1978, plant products accounted for 67.8 percent, 
animal husbandry products were 13.2 percent, forestry products were 3 percent, 
fisheries products were 1.4 percent, and subsidiary products were 14.6 percent, 

so the internal structure of agriculture is very uncoordinated. Even more prominent 
{s that our country's agriculture is developing very slowly, grain production 
increasing 3.3 percent annually between 1950 and 1977, the average amount of grain 
per person being 636 jin in 1978, only a lottle more than in 1956. For the past 
10-odd years our cotton production has varied right around 45 million tan, move 

or less, and the present amount of cotton per person throughout the country cannot 
match the level of 1957. In 1978 we imported 139.1 billion jin of grain, more than 
9 million tan of cotton, more than 500 million jin of animal and vegetable oils, 


and 1.32 million tons of sugar, amounts inappropriate to our status as a great 
agricultural nation. 


When the labor productivity rate of agriculture is low, its structure is backward, 
and its development is slow, it cannot help but affect the development of the 
whole national economy. Therefore, it is entirely necessary to have a gradual 
increase in our investment in agriculture. Within the next 3 and 5 years, invest- 
ment in agriculture will continually increase from 1979's 14 percent to 18 percent 
(as a proportion of capital construction investment). In addition to this, we 
must also adjust the developmental relationship between agriculture, forestry, 
animal husbandry, subsidiary products, and fisheries. 


2. Light industries are backward and cannot satisfy the increased demand of rural 
and urban people's livelihoods. 


For a long time, our country's light industries have been backward as compared to 
heavy industries. Light industry investment, as a proportion of capital construc- 
tion investment, was 5.9 percent during the First Five-Year Plan. The period 

of the first plan was actually a period of extreme efforts toward the development 
of heavy industry, and none of the 156 projects pursued at that time were concerned 
with i ght industry. During the Second Five-Year Plan, the investment in light 
industry as a proportion of the investment in capital construction fell to 5,2 
percent, between 1963-65, investment in light industry fell further to 3.9 percent, 
in the Third Five-Year Plan it was 4 percent, and in the Fourth Five-Year Plan it 
recovered, but was still lower than during the first plan period. 


Because of slow increases in the production of cotton yarn and cotton clith, the 
average consumption of cotton cloth per person by urban and rural residents 
throughout the country in 1978 was less than the level in 1956, when supplies were 
rationed. 


As average per capita production of principal light industry products is far below 
the world's advanced levels, the supply of these products cannot satisfy the 
increased demands of the people's livelihood. In 1978, consumption of paper by 
Americans was 260 kilograms, and for us it was only 4 kilograms, and consumption 

of paper is an important index of the level of scientific and cultural iife; as 

for sugar, Americans consumed 49 kilograms, while for us it was 2.8 kilograms; 

in synthetic detergents, the American figure was 21 kilograms, ours was .2 kilogram; 
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American consumption of plastic products was 70 kilograms, ours was only .7 kilogram. 
The equipment and technology produced by our light industry is for the most part 
comparable to that of the advanced countries during the 1940's and 1950's, and our 
labor productivity rate is low. 


The backwardness of our light industry has led to shortages in supply of light 
industry products. The 69 products presently listed as under the control of the 
state and the Ministry of Light Industry are all in short supply in the marketplace, 
their quality is low, their variety is restricted, and this affects the balance 
between purchasing power and commodity supply in the marketplace. At present, 
investment in light industry has already ‘een raised to 5.8 percent, and the planned 
rate of growth is 8.3 percent (exceeding that for heavy industry), and at the same 
time we have arranged for some of the military industrial enterprises to, to the 
extent possible, produce more civilian goods. Because of this, conditions are 
improving. 


3. Heavy industry is too prominent, and cannot serve the development of agriculture 
and light industry very well. 


The development of agriculture and light industry cannot be separated from heavy 
industry, tor without the technology and equipment supplied by heavy industry, 
ngiiculture and light industry would have no material and technical foundation for 
development. Therefore, it is sometimes necessary to give priority to develop- 
ment cf heavy industry. However, because our heavy industry has been given 
priority development for a long time, it has elbowed agriculture and light industry 
aside, and a large proportion of its products provide no service to the development 
of agriculture and light industry, but serve only its own development. If this 
kind of structure is not changed, neither agriculture, light industry, nor heavy 
industry itself will be able to achieve rapid development for any protracted period. 


When we say that heavy industry has gotten too much emphasis, that is a relative 
matter. The fact is that our heavy industry is anything but flourishing, and we 
are unable to satisfy the needs of national construction with regard to many heavy 
industrial products. For example, we imported 8 million tons of steel materials 
last year. However, as compared with agriculture and light industry, heavy industry 
is still overly prominent, and there are too few of the products to support 
agriculture and light industry. In 1978, of the steel materials we con umed, 15.5 
percent was used in agriculture and the maintenance and repair of agricultural 
machinery, and 11.7 percent was used in the light industry market; of the amount 
of pig iron consumed, 3.6 percent was used in agriculture and the maintenance 

and repair of agricultural machinery and only 1.1 percent was used in the light 
industry market. Therefore, large amounts of iron and steel were certainly not 
used in the development of agriculture and light industry. The proportions of 
electric power used by light industry, agriculture, and heavy industry are: 
agriculture, 11.5 percent, light industry, 12.9 percent, and heavy industry, 

53.6 percent. 


Heavy industry cannot promote the development of agriculture and light industry 
very wil, but conversely, the slow development of agriculture and light industry 
restrains the further development of heavy industry. 








4, There are shortages and a serious waste of energy resources, 


If we want to develop industrial and agricultural production and also want to 
improve the lives of the people, demand for energy resources will get larger and 
larger. According to calculations, under our country's present technological 
conditions, each 1 percent increase in the gross value of industrial product 
requires about a .9 percent corresponding increase in energy consumption. Of 

36 indices of energy consumption by 424 key enterprises during the first quarter 
of 1979, the best historical level was achieved in only 10 of them, and our best 
historical levels were generally established in the mid-1960's, some even during 
the 1950's. Others are constantly advancing toward new levels, and we are still 
pursuing our own levels that we have already achieved historically. The structure 
of our industry is backward, leading to too great a consumption of energy resources 
and too much waste, making our consumption of electricity per unit of production 
value much higher than in foreign countries. 





5. National defense industries and civilian industries are out of line. 


As long as imperialism exists, we must maintain our alertness and be prepared for 
war. This strategic thinking is completely correct. The question is, how to 
implement the policy of this strategy correctly in economic construction. This 
involves the overall arrangement of the national economy, the relationship between 
military produccion and civilian production, etc. The proper implementation of 
preparedness thinking in peacetime economic construction demands attention to 
economic principles and a necessary striving for economic results. Otherwise the 
economic construction will not be done well, and the strengthening of national 
defense will also be impossible. 


For systematic and structural reasons, our national defense industry canrot develop 
an organic relationship with civilian industry, and therefore, for a long time we 
have been unable to implement a policy of combining civilian and military, peacetime 
and wartime. Military industrial enterprises produce a very small proportion of 
goods for civilian use. For example, there are good conditions and a great 
potential in the military industry enterprises for the production of meters, sound 
recorders, televisions, video recorders, etc., and if they could produce more of 

the civilian goods the market demands, not only would it have great significance 

for moderatiug the present light industry market, it is also the direction in 

which something ought to be done to adjust the structure. 


6. Communications and transportation are backward. 


At present, in the whole country, there are less than 50,000 kilometers of passable 
railway, while the United States, with a land area approximately the same as ours, 
has 330,000 kilometers of passable railway, the Soviet Union has 138,000 kilometers, 
and India has more than 60,000 kilometers. The level of modernization of our 
railways is also relatively low, traction force is backward, with steam locomotives 
holding a proportion of 80 percent or more, whereas the United States retains only 
4. In addition to this, our overall production arrangements are not sufficiently 
rational, and this makes what is basically a strained transportation situation 

bear an even heavier load. 
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Our porte are 1 kewise not up to requirements, and their freight handling capacity 
is very low. A! present there are only 137 10,000-ton berths in the whole country, 
but there are an average of 220 foreign trade freighters arriving at Chinese porte 
every day, only about 90 of which are able to berth, and those unable to conduct 
operations have no recourse but to be penalized. This kind of circumstances 
seriously affects the development of international trade. 


7. Few points on the commercial and service industry networks. 


Along with the development of the economy, it is a common tendency in economic 
development in ali countries for there to be a constant increase in the number of 
personnel engaged in commerce and service industry. However, the circumstances 
in our country are not like this. At the end of 1977, the number of regular 
workers in unite under the system of ownership by all che people was an increase 
of one and a half times over 1957, but the commercial departments had increased 
by only about one-third, the ratio of commercial workers with respect to total 
number of workers in the country having decreased from 8:1 to 12:1; moreover, the 
average number of persons served by each commercial worker increased by 45 percent. 
In 1949 there were more than 10,000 large and small restaurants and food vendors 
in Beijing, and later these merged and reduced in number, with more than 9,000 
left in 1954, reduced to a little more than 1,100 in 1964, and further reduced 
to a little more than 600 in 1972, whereas the population of the Beijing metro- 
politan area increased from a little more than 1 million in 1949 to more than 

4 million today. Today, even calculating the vendor's carts and stalls on the 
streets, there are no more than about 1,000, so from the standpoint of numbers, 
it amounts to one-tenth those in Beijing immediately following the liberation. 
These circumstances that obtain in Beijing are repated in varying degree in other 
metropolitan areas throughout the country. 


8. The accumulation rate is on the high side. 


For a long time, our country's accumulation rate (the proportion of accumulated 
production as a part of national income) has been on the high side. During the 
Firet Five-Year Plan it was 24.2 percent, generally acknowledged to be relatively 
appropriate, but in the Second Five-Year Plan it rose to 30.8 percent, during the 
three-year adjustment period it was 22.7 percent, in the Third Five-Year Plan it 
was 26.3 percent, during the Fourth Five-Year Plan it was 33 percent, in 1976 

it was 31.1 percent, in 1977 it was 32.3 percent, and in 1978 it was 36.6 percent. 
A high accumulation rate squeezes out consumption, workers’ lives do not receive 
any consideration, and it is difficult to mobilize labor activism fully, which 
affect the development of production. 


°, The scale of capital construction is too large. 


Capita, construction is done on too large a scale, and the more you pull on the 
battle line, the longer it becomes, which is a problem that has existed for a long 
time. For the past few years, we have demanded a compression of the capital 
conatroction battle lines year after year, but it has not had much effect, which 
no dow) has something to do with the system, but it is also a question of economic 
structure. The scale of our capital construction exceeds the limits of what can 
be borne oy our manpower, material resources, and financial resources. During the 
First Fiv.-Year Plan, capital construction expenditures accounted for 37 percent 
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of financial expenditures, during the Second Five-Year Plan this was raised to 
46.2 percent, during the three-year adjustment period it was 30.2 percent, during 
the Third Five-Year Plan it was 38.97 percent, during the Fourth Five-Year Plan 

it again reached 40.2 percent, and in 1978 it wae 40.7 percent. With so many 
items under construction, under severe ineufficiencies of principal building 
materiale like steel, lumber, concrete, etc., the construction period is extended, 
forming a great many “beard” projects, greatly increased construction costes, 
inability to achieve production capability, staking large quantities of state 
funds on something without seeing any result. It is also worth noting that in 
capital conetruction, the proportion of productive construction to non-productive 
construction is also uncoordinated, with the speed and ecale of the latter far 
behind the former. A great deal is overdue in the areas of residential construc- 
tion, waterways, municipal transport, and greenifying, as well as cultural, 
educational, and health construction, etc. 





10. Equipment utilization rate is low, product inventories are high, and effective- 
ness of funds is low. 


According to statistics, the utilization rate of metal cutting machine tools 
throughout the country during the past few years has been only about 55 percent. 
This low a utilization rate is astonishing. The utilization rate for equipment 

in the United States during the great depression of the 1929's was also only about 
50 percent. 


There are some products like steel which on the one hand we import in large 
quantities, and on the other hand we overstock, as in 1979, when our stock reached 
more than 18 million tons. This is principally because the kinds of products 

do not meet specifications, and there are also problems concerned with the system 
and the distribution. At present, almost all enterprises that use steel have 

steel in storage, enough to meet the turnover of more than one quarter to half a 
year, establishing layer after layer of storage, overstocking layer after layer. 

At present, the amount of steel in storage amounts to 8 months’ turnover, much 
higher than in Romania (about 90 days' turnover) or Japan (about 1 month's turnover). 


As for the effective utilization of funds, the actual value of industrial product 
per 100 yuan of fixed capital at industrial enterprises wnder the system of 
ownership by all the people was 110 yuan in 1966, fell to 96 yuan in 1976, and 
climbed to 103 yuan in 1978. The amount of circulating funds used per 100 yuan 
of industrial product value was 23.5 yuan in 1966, increased to 36.9 yuan in 1976, 
and fell to 32 yuan in 1978, so the turnover of circulating capital is still very 
slow. The amount of profit per 100 yuan of industrial product value was 21.9 
yuan in 1960, 12.6 yuan in 1976, and 15.5 yuan in 1978, etill below the level of 
1966. [sic] 


ll. The man-hour utilization rate ts low. 


Many industrial enterprises have a low man-hour utilization rate because of lack 

of electric power, poor planning, or poor management. According to a Beijing 
municipal investigation, the man-hour utilization rate in 1978 was 84.3 percent, 
and some subordinate enterprises had a rate of only 74.5 percent. Despite the fact 
that che amount of tixed capital possessed by each employee increases year by year, 
the actual labor productivity rate for all personnel (including use of labor outside 
the plan) was 3.1 percent lower in 1977 than in 1966. 
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12. sall iron and steel plante and emall fertiliser plants have high consumptions 
and large losses, 


The policy of simultaneous development of large, medium, and emall enterprises is 
correct, but we have been too one-sided in the comprehension and implementation of 
it, never having considered what kind of industry, what kind of production charac- 
teristics were after all suitable for large-scale operation, and what kind of 
conditions were suitable for medium and small-scale operation, but have usually 
adopted a method of cutting at one stroke, operating large, medium, and emall 
regardless of the industry and ite characteristics. In Japan iron and steel 
production and chemical industry are fundamentally not carried on in medium and 
mall scale because the economic effectiveness of large-scale operation is so high. 
However, in the area of componente and spare parte for the machinery industry and 
componente for the electrical industry, medium and emall-ecale operations are in 
the majority. Their scale ie relatively small, but their technology is advanced 
and their products are strongly competitive. Many large plants, to a great extent, 
have the character of assembly operations, and there is a relatively stable 
cooperative relationship of specialization between large, medium, and small plants. 
Medium and small enterprises can recruit labor force and reduce social unemploy- 
ment, and with relatively low employee wages, product coste are relatively low. 

At present about 70 percent of the components and spare parte for large-scale 
Japanese enterprises are supplied by medium and small-scale enterprises. Of 
course, we in China have our own special conditions, but the Japanese method is 
vorth our reference. 


in the past, we operated a great many small iron and steel plants and emall 
fertilizer plants, and they really had a certain usefulness, but because no economic 
accounts were kept, and we proceeded from a particular emphasis on need, the result 
was that there was considerable investment, poor quality products, heavy consumption, 
and large losses. Many enterprises depend on national subsidies to exist. 

According to statistics, losses by “five emall” industries in 1978 accounted for 

53 percent of all industrial losses. This problem is one that should find a 

gradual appropriate solution in any future reform of economic structure, and enter- 
prises with operating losses should gradually be closed down or merged with other 
enterprises to reduce losses and waste. 





13. There has not been deserved development of enterprises under a system of 
collective ownership by cities and towns. 


In the final analysis, any appraisal of forms of ownership must be determined by 
the level of development of productive force. At the present stage, when our 
productive force is far from achieving complete elimination of individual owner- 
ship, we have raised the system of collective ownership to the level of a system 
of ownership by all the people. For a long time past, while the rural villages 
were practicing “poverty transition,” the towns and cities were developing the 
seeds of “urgent transition,” but policy was not to sustain or develop collective 
ownership by towne and cities, so it was restricted. Because of this, in adjusting 
the question of the structure of ownership of industry, we must proceed from the 
level ©‘ development of productive force and further consolidate and develop the 
system of collective ownership by cities and towns. Collective ownership, like 
ownership by all the people, is a socialist system of public ownership and should 
not be di-criminated against. 








(iit) 


The causes of irrationality in economic structure are extremely complex, but 
looking at it from the standpoint of theory and guiding ideology, there is a 
direct relationship with the following several questions, 


1. Concerning “Priority development of heavy industry." 


in the past, in our economic work, we always made the development of heavy industry 
an absolute, and did not fully pay attention to the corresponding development of 
agriculture and light industry. Comparing 1978 with 1949, our agriculture had 
grown 2.4 fold, and industry had grown 446.2 fold; of industry, light industry grew 
by 19.8 fold and heavy industry grew by 90.6 fold. It is obvious that disparate 
circumstances like this are inseparable from the theory and practice of priority 
development of heavy industry. Stalin viewed the priority development of heavy 
industry ae the socialist road to industrialization, and svamed up industrializing 
by starting with light industry as the capitalist road. This ise worth thinking 
about. Industrializing by starting with light industry is certainiy not principally 
determined by capitalist production relations, but is decided by the level of 
development of social productive force. In the Englie. industrialization, the 
firet field wae the textile industry, a measure appropriate to the actual circum- 
stances of productive force at that time, because in addition to guaranteeing raw 
materials and a marketing channel, the industrial revolution aleo made good 
preparations for the development of its technology, and moreover, the accumulation 
of capital was limited in the initial period of capitalism, and investment in 
light industry was relatively emaller. It is difficult to demonstrate clearly 
that on the basis of the nature of socialist production relations, socialist 
industrialization must begin with heavy industry. There was 4 rationale to the 
Soviet Union beginning with heavy industry at the time of ite industrialization, 
because industry had achieved a certain degree of development during the period 

of Imperial Russia, and moreover, Soviet light industry during the 1920's was 
determined by the development of heavy industry. However, summing up priority 
development of heavy industry as a general rule for socialist industrialization is 
something still to be studied. Practice has proven that many countries giving 
priority to the development of heavy industry are never able to achieve coordinated 
development of heavy industry, light industry, and agriculture and to varying 
degrees reach a situation where heavy industry is predominant, Light industry is 
secondary, and agriculture is backward, leading to irrationality in the economic 
structure and long-term short supply of consumer goods. 





2. Concerning priority growth of the means of production category. 


Priority growth of the category of means of production is considered to be an 
absolute rule for expanding reproduction, and is an important theoretical basis for 
the priority development of heavy industry. The fact is that in his pattern for 
analysis of reproduction, Marx did not say that priority growth should be in the 
category of means of production, nor did he say that it was an “absolute law.” 

Even though the number listed for the first category in the pattern was relatively 
large, it was emphasized that it should be mutually appropriate with the growth 

of the second category. Lenin raised the organic components of capital arrived 

at through technological advance among the principles of expanded reproduction, 

and simultaneously with his exposition on the priority growth of the first category, 








he also discussed the need for the two large categories to be mutually adapted, 
and pointed out that the priority growth of the first category is conditional. 
Because of thie, late in the 1950's, Polish economist Mingsd [2494 5417] proposed 
that technological advances can add to the types of means of production and can 
also diminieh the types of means of production, so we cannot assume that priority 
growth of the categories of means of production is an absolute law. After the war, 
in some countries for a few years, the firet category did not get priority growth. 
Priority growth of the first category is a long-term trend and cannot be denied, 
but we cannot demand "priority growth" year after year because of this. 


3. Concerning making speed the point of departure and home base of the plan. 


There is a point of view that assumes high speed is the point of departure and 
objective of the plan, that being in proportion is to implement a high-speed measure, 
and that proportionate relationships must serve the needs of high speed. In 

draving up a plan for the national economy, the first thing to think of is what 

speed do we want to achieve, and for the results of the plan, the first thing to 

be looked at is what speed was achieved. This viewpoint really makes speed the 

point of departure and home base of the plan. 


In drawing up 4 plan we cannot ignore speed. However, if we make speed the point 
of departure and home base of a socialist economic plan, we are mistaken, because 
this necessarily ignores proportion and may result in a sham speed without any 
economic substance. The superiority of the socialist system ought to be manifested 
in the rapid development of production, rapid growth of labor productivity, and 
rapid improvement in the living standard of the people, for only in this way can 
we overtake capitalism and win a thorough victory. Our point of departure in 
drawing up @ plen ought to be a regard for the quantity and quality of product 

that can be provided for the society to consume, to raise the people's living 
standard without interruption along with the development of production. Therefore, 
in the plan, we should pay thorough attention to constant rationalization of the 
economic structure. if we one-sidedly emphasize speed and ignore proportion, even 
if we achieve the desired speed one day, we will be unable to sustain it for long. 
After the war, the British labor government had a plan for economic recovery by 
“tightening our belts,” but it was opposed by the masses and finally ended in 
feilure. On the other hand, the Japanese in the 1960's employed a “plan for 
gultiplying the national income” to mobilize the activist spirit of the citizens, 
and their plan for economic growth was quickly realized. This historical experience 
is worth our attention. 


4. Concerning the denial of a circulation process in the socialist economy. 


For a long time, one view has held that there is no circulation process in the 
system of ownership by all the people, that means of production produced by enter- 
prises belonging to all the people cannot be put into circulation as commodities, 
but can only be allocated and distributed according to plan, by establishing 
material distribution departments at various levels. The fact is that under 
soctal'em, che means of production are also commodities, and the law of value has 
a regulacing effect on both the production and circulation of the means of produc- 
tion, with plen regulation and market regulation combined in application. The 
denial that # part of the social product (the means of production) are commodities 
and so are not permitted to enter into commodity circulation, this thesis, has 
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caused us great suffering. Now is the time for a thoroughgoing traneformation. 
Last year, the Ningjiang Machine Tool Plant in Sichuan planned to produce 314 
amall machine tools, but the superior materiale department only approved the plan 
production of a little more than 150, the reason being that they had no distribu- 
tion prospects for the product. After thie plant wae made a test unit for expanding 
the limite of authority of enterprises, it placed ite first advertisement in the 
RENMIN RIBAO in June 1978, and within a month had many units seeking them out, 
getting orders for more than 700 pieces of equipment in no time. The reason why 

4 single advertisement can have so great an effect is that ite implication was 
that the machine toole were being taken from the materials department distribution 
track into the channel of social commodity circulation, putting producer and 
consumer in direct contact and allowing goods to move smoothly and easily. An 
important reason for a certain inflexibility, a lack of agility, in our socialist 
economy is the lack of a circulation process. The significance of this advertise- 
ment ie in that it broke through our original system for distribution of the means 
of production and developed the effects of a market system, with the result that 
it satisfied the needs of the users and encouraged the enterprise production. 


5. Concerning the rate of accumulation. 


In determining an appropriate accumulation rate, we cannot depart from the national 
circumstances at a given time and a given economic level. Some people say that 
Japan's accumulation rate has been 30 percent or more for many years, so if our 
accumulation rate is more than 30 percent, it cannot be considered too much. 

This formulation is not proper. Because the economic levels of the two countries 
are so disparate. The average income of a Japanese worker is 20 times that of our 
workers, and because of this the private savings rate in Japan reaches 20 percent 
or more, in this way providing large amounts of individual savings to accumulation. 
Under the actual circumstances in our country, that high an accumulation is clearly 
not feasible. We should continue to uphold the policy of arduous struggle and 
building the country through thrift and hard work, at the same time adjusting the 
accumulation rate. 


Practice is the only criterion for the examination of truth. In the practice of 
socialist construction, we should boldly uphold the guiding function of truth and 
revisionist error in fully developing correct theory, eliminate the irrational 
parte of our economic structure as rapidly as possible, and realize the four 
modernizations. (Manuscript received 13 Dec 1979) 
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NATLONAL POLICY AND ISSUES 


ECONOMIC JOURNAL DISCUSSES JOINT MANAGEMENT 


HK110751 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 9, 
15 Sep 80 pp 8-9 


[Article by the Dongxihu Joint Enterprise General Company of Agriculture, 
Industry and Trade of Wuhan Municipality: "Resolutely Take the Prosperous 
Road of Joint Management of Agriculture, Industry and Trade") 


[Text] With the approval of the Hubei provincial authorities, Dongxihu Joint 
Enterprise General Company of Agriculture, Industry and Trade in Wuhan 
formally began our pilot program in October 1979. The 11 farms, 1 dairy 
company, 4 agricultural scientific and research institutes, 65 medium and 
small factories under the company had formed a commercial service company, a 
company for marketing products, an agricultural machinery company, a construc- 
tion engineering company and a foreign trade company. Within the enterprise 
itself, 14 basic-level unit shops and 24 purchase and sales departments were 
set up. In the urban area, five sales departments and restaurants were set 
up. The whole company owns 360,000 mu of cultivated land, 16,000 mu of 
orchards, 27,000 mu of water covered area and 1,300 mu of tea plantations. 

The total population has reached more than 170,000, and there are more than 
80,000 employees. Despite the short period of time, the practice of the 

pilot program has already revealed its strong vitality and preliminary results 
have been attained. 


I. Joint Management of Agriculture, Industry and Trade Has Vigorously Prompted 
the Development in Production 


After the trial running of joint enterprises of agriculture, industry and trade, 
we have implemented the production policy of "taking farming as the founda- 
tion, and production of non-staple food as the focus and integrating agricul- 
ture, industry and trade to serve people in the city" as approved by the Hubei 
Provincial Committee and have attained an all-round increase in production 

and revenue. In 1979, the total grain output in the whole reclamation area 

was 222 million jin, which was an increase of 13.2 percent over that of the 
preceding year, and the yield per mu was 970 jin. The total output of cotton 
was © re than 100,000 dan, which was an increase of 10.3 percent over chat of 
the preceding year, and the per m yield was 154 jin. In order to change the 
condition where only a single type of grain was grown and increase raw materials 














for processing industry and fodder, three big atrides have been taken in the 
output of summer grain over 3 years. In 1978, 9.8 million jin of summer grain 
was produced on 52,000 mu of land, In 1979, farmland was increased to 
76,000 mu, with an output of 20.8 million jin. Thies was some improvement, 
In 1980, the farmland has been further increased to 86,000 mu and the output 
ie estimated to be approximately 28 million jin, an increase of 4 times. In 
the year 1979 alone, fish ponds covering 5,000 mu were newly built, which 
equaled the eum total of the fish ponds built since the establishment of the 
firm. The total output of adult fish has increased from 3.8 million jin in 
1978 to 4.5 million jin. The total output of milk was 27 million jin, which 
was an increase of 6.5 percent over that of the preceding year. Some 73,000 
live pige were sold, which was an increase of 35 percent over that of the 
preceding year, and 12.1 million jin of fruit were produced, an increase of 
34,6 percent over that of the preceding year. Meanwhile, 120,000 ducks were 
also raised and more than 2,000 bee colonies, 22,000 rabbits and 1,360 sheep 
developed. 


In industry, we carried out adjustments according to the policy of taking 
“agriculture as the foundation and production of non-staple food as the 
focus," closed down, ceased production and amalgamated 11 workshops where 
production and marketing were not in line with one another and there was no 
supply of raw materials. We organized three factories to change production, 
expanded the facilities of three non-staple food processing workshops, built 
five non-staple new food processing workshops and increased the variety of 
new non-staple food by more than 30 types so that the variety of processed 
non-staple food in the whole cultivated area was increased from the former 
92 types to more than 110 types. The output of processed non-staple food 
showed an increase of 23.3 percent from 15,000 tons in 1978 to 18,500 tons. 
The value of output of processed non-staple food showed an increase of 

29.9 percent from 21.6 million yuan in 1978 to 28.05 million yuan, and the 
value of industrial output in the whole reclamation area reached 80 million 
yuan, which showed an increase of 20 percent over that of the preceding year. 
From January to May this year, the value of industrial output reached 

29.08 million yuan which showed an increase of 25.7 percent over 23.14 million 
yuan of the corresponding period in the preceding year. Some 53 out of 126 
production brigades in the entire reclamation area have set up industries 
effectively. Under the active support of the provincial and municipal 
finance and trade department, commerce developed steadily. Since the 
commencement of business in October last year, speciality companies and 

the commercial network under the general company signed sales contracts 

for more than 100 kinds of non-staple food with 18 provinces, 28 munici- 
palities, 36 counties and some fraternal units in the agricultural and 
cultivation system and contracts for more than 20 varieties of non-staple 
food, totaling 7.1 million jin, and 6,352 million yuan with the Wuhan 
non-staple food company. In addition to fulfilling the tasks of planned 
purchase and allocated purchase assigned by the state, we have marketed 
more than 110 types of commodities. From January to May this year, the 
turnover reached 22.08 million yuan with a profit of 1.195 million yuan. 
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Il, Joint Management of Agriculture, Industry and Trade Has Increased 
Contributions to the State 


Over the past year, we have overfulfilled the state plans of planned purchase 
and allocated purchase on all aides, Not only have the output variety 

and value of grain, cotton and non-staple food shown a marked increase, but 
the marketable rate has alec been greatly increased. In 1979, out of 222 
million jin of grain in the entire reclamation area, 20 million jin was sub- 
mitted to the state, 41 million jin of grain was supplied to vegetable farmers 
and cotton growers and 41 million jin of fodder was supplied. The three 
items above totaled 102 million jin. The marketable rate of grain reached 

50 percent. Some 100,000 dan of cotton was surrendered to the state. Fish 
in the amount of 2.79 million jin were sold on market, and the marketable 
rate reached 62 percent. Milk in the amount of 24 million jin out of 

27 million jin was sold on the market. Live pigs numbering 73,000 were 
marketed, and the marketable rate was increased from 36 percent in 1978 

to more than 50 percent. Owing to the development of agriculture, industry 
and trade, taxes of various types totaling 9.8 million yuan were collected 
and this showed an increase of 1.1 million yuan compared with 8.7 million 
yuan in 1978. 


III. Joint Management of Agriculture, Industry and Trade Has Increased the 
Financial Resources of the Enterprises and Created Conditions for Moderniza- 
tion of Agriculture 


Since the building of the state-owned farms here, we have charted many short- 
term and long-term plans for developing agriculowure. However, these plans 
have basically failed, mainly because there is no guarantee of funds. 
According to directions from the upper levels, we have again charted long-term 
development plans this year. These plans similarly require large investments. 
For example, up to 1985, we have to build 20,000 mu of fish ponds and require 
an investment of 9 million yuan. An addition of 1,000 cows requires an invest- 
ment of 3 million yuan and the capital construction of farmland requires 

4 million yuan. The investment for industry and commerce, culture and educa- 
tion, hygiene, scientific research, welfare measures for livelihood of 
employees will total more than 100 million yuan over 5 years with more than 

20 million yuan each year. After the implementation of these plans, a 

certain scale will be attained in the base of non-staple foods. However, 
these plans cannot be realized through reliance of state investments and 

all this cannot be attained by a single agricultural economy alone. Only 

the joint management of agriculture, industry and trade can provide a 

reliable guarantee for funds. If we calculate accounts according to the 
profit level in 1979, from 1981 to 1985, the profits for the entire cultivated 
area can reach 50 million yuan, The depreciation will amount to 30 million 
yuan, with a total of 80 million yuan. This sum, together with special fund 
allocations from the state, are entirely sufficient to realize the plans. 

In the course of charting the plans this time, we further feel that the 

polic os of the party Central Committee are extremely correct. If there 

are no joint enterprises of agriculture, industry and trade or no policies 
allowing the farm to retain profits for 5 years, we dare not even think of 
chartin, and realizing the above-mentioned plans. 
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IV. Joint Management of Agriculture, Industry and Commerce Can Fully Utilize 
Labor Resources and Broadly Open Up the Way for Employment 


An imoortant mark in the modernization of agriculture is to increase labor 
produ :tivity by a large margin. For more than 20 years since the setting up 

of stite-run farms, there has really been a great development in production, 
However, the increase in labor production efficiency cannot catch up with the 
increase in labor force. The amount paid for wages is increased year by year 
and the burden of the farm is getting heavier and heavier. Too much labor 
power has created a “burden.” How can the “burden” be turned into wealth? 
Joint management of agriculture, industry and trade has provided a possibility 
for broadly opening up the way of employment for the labor force. Take the 
Cihuidun farm for example, since it is situated in the suburbs, much land is 
required for use by the city. Therefore, the surplus labor force is increased 
year by year. From 1966 to 1979, the labor force was increased by 56 percent, 
but agricultural production was only increased by 23 percent. Development in 
production lagged far behind the rate of increase of population and labor force. 
In order to change this condition, we promoted the employment of a fixed number 
of people in the agricultural and animal husbandry production brigader. A 
surplus of 1,064 workers were transferred to industry and commerce, This has 
developed farm and brigade industries, promoted multiple management and 
resolved the problem of employment of surplus labor. From January to May this 
year, the value of industrial output in the whole farm reached 1.97 million 
yuan which showed an increase of 1.14 million yuan over the 0.83 million yuan 
of the corresponding period of the preceding year, with an increase of 1.37 
times. After the popularization of this experience, the various units of the 
cultivated region employed a fixed number of workers and there was a surplus 

of 4,270 labor units. We made use of the superiority in joint management of 
agriculture, industry and trade to develop industry, trade and multiple manage- 
ment. The surplus labor unit creates a value of output totaling 1,000 yuan 
every year. This item alone can bring in a revenue of 4.2 million yuan, 


V. Joint Management of Agriculture, Industry and Trade Has Raised the Living 
Standards of Employees 


The year of trial running the joint agricultural, industrial and trade enter- 
prise has accelerated the pace of production development and raised the 
marketable rate and profit rate, improved the livelihood of employees and 
brought obvious advantages. In 1979, there were more than 80,000 employees in 
the entire cultivated region and the average income per worker reached 580 yuan. 
This was an increase of 100 yuan over that in 1978. For a population over 
170,000, the average income per capita was 260 yuan, which was an increase of 
50 yuan over that in 1978. In the statement of accounts at the end of the 
year, workers on the average received 3 months of extra pay. Savings for 
employees amounted to 3.49 million yuan at the end of 1978, but reached 

4.61 million yuan at the end of 1979, an increase of 1,12 million yuan. At 
the end of May this year, this has again been increased to 7.79 million 

yuan with additional savings of more than 50 yuan per capita. There has 

also been improvement in the collective welfare of employees. In 1979, the 
amount of welfare funds used reached 4.16 million. This was an increase of 
36.7 percent over the 3.044 million yuan in 1978. 
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Practice has given the best answer: joint management of agriculture, industry 
and trade is the road to prosperity by which the countryside ride iteelf of 
poverty. The employees say: If this is carried out, there ie work in the 
countryside and hope for peasants, 


But it must be seen that, owing to the lack of experience, we will still 
encounter many contradictions and difficulties before the major reform of 

the entire economic system. For example, how do joint enterprises carry out 
economic coordination within the enterprises themselves? How do they develop 
and link up connections outside the enterprises? How do they handle better 
the relationship with monopoly trades and so on? All this awaite exploration 
and advancement through practice. 
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NATIONAL POLICY AND ISSUES 


BETTER USE OF TALENTS OF FORMER INDUSTRIALISTS, BUSINESSMEN URGED 
Beijing RENMIN RIBAO in Chinese 25 Sep 80 p 5 


[Article by Sun Qimeng [1327 6386 1322]: "Bring the Positive Role of Former 
Industrialists and Businessmen into Play in Modernization Construction") 


[Text] A shortage of qualified personnel has been one of our country's acute 
problems in carrying out the four modernizations. In order to resolve this 
contradiction, in addition to making education broadly available and speeding up 
the training of personnel, it is algo necessary to provide extensive opportunities 
for people of ability, develop people's talent to the utmost and utilize it to the 
utmost. In this connection, former industrialists and businessmen, including the 
intellectuals among them, are a group which must not be ignored. We should 
thoroughly mobilize this group for modernization development. 


Creatively utilizing the principles of Marxism and Leninism, our party has 
successfully destroyed capitalist ownership through peaceful transformation, and 
has transformed the vast majority of the national bourgeoisie with labor 
capabilities into self-supporting workers. This is a great achievement in 
world socialism. In this work of transformation, enterprise transformation and 
human transformation were carried out in connection with each other. Guided by 
party policy, former businessmen and industrialists have not only been subjected 
to socialist transformation, but have also taken part in socialist construction. 
Currently, to bring their positive function thoroughly into play in modernization 
development is their wish and also the responsibility of our party and government. 


In the old society, most of the enterprises mana‘: . the national bourgeoisie 
were medium and small ones. Very few people in _ ¢e their livelihood by 
“clipping coupons"; most of them were engaged in eut+ rise management. Many 

of them still know about production techniques or have «a rough idea of them. 

They have their special strong points in managing medium and small enterprises, 

and particularly in managing certain traditional lands of production and traditional 
services. Some of them are intellectuals or technicians who acted as capitalists' 
agents, and they are especially suitable for use. 


It cannot be denied that the enterprise management experience of former 
industrialists and businessmen is in some respects backward and outmoded, especially 
where it maintains a feudal character or reflects the exploitive nature of 
capitalism, and this we must completely negate. However, the national bourgeoisie's 
management experience is useful to us in many respects. Our national bourgeoisie 
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is indigenous to China and grew up under Chinese conditions, generally existing 

in the cracks between heavy imperialist, bureaucratic capitalist and feudal 
oppression, and accordingly they have preserved many good traditions of our 
national economies: (1) they are relatively acute observers of the masses' needs 
and the trends of the domestic market and they know how to use time, space and 
the production system to the best advantage in running an enterprise; (2) unlike 
the bureaucrat merchants, they have a relatively good service attitude and 
flexible management methods and are able to flexibly find production, exchange and 
circulation methods in changing situations so as to keep business active; (3) they 
have the management approaches and traditions of making precise calculations, 
repairing and recycling, and stressing results; (4) they generally know how to win 
the coneumer's trust and they work hard to make a name for themselves: some of 
the long-standing trade names which have been passed down from generation to 
generation in light industry, handicrafts or services have become their special 
style, and some of the entrepreneurs have even accumulated their own unique skills. 
These kinds of management experience, with clearly unique Chinese characteristics, 
are a great treasure of our natural national economy. We would be wrong to cast 
them aside; we must preserve them and use them in socialist modernization. 


Can it be said that the experience of former businessmen and industrialists in 
managing medium and small enterprises can find no use in our country's modernization 
development? No. Our country now has mre than 300,000 industrial enterprises, 

the vast majority of which are medium and small sized. When our country mdernizes, 
it must create some large-scale, technically advanced key enterprises, but even 

more importantly it must set up medium and small sized enterprises, particularly 
labor-intensive ones. These are a fundamental requirement for Chinese-style 
modernization. Modernization does not necessarily require large numbers of big 
factories, Currently the vast majority of plants in Japan, West Germany and the 
United States are medium and small sized ones. Our populous, far from rich country 
should take medium and small sized enterprises even more seriously. It is a mistake 
to think that modernization means having lots of large plants. The characteris- 
tically Chinese management experience of our country's national industries has a 
certain reference value not only for medium and small sized enterprises but even 

for large-scale ones. 


Some former industrialist and businessmen have certain economic relationships with 
Hong Kong, Macao and Taiwan, with such capitalist countries as the United States, 
England and Japan, and with some Third World countries, as well as having some 
understanding of their economic and technical and engineering circumstances. Even 
today some people's family members and close friends are managing various kinds of 
economic operations there. If we can consciously make use of these connections 
and channels to help us understand foreign markets and technological trends, to 
bring in manufacturing equipment and capital, and to establish import and export 
trade, they will be beneficial to us. 


Since the Third Plenum, the party Central Committee has made a solidly-based 
analysis of the fundamental changes in our country's social class situation, has 
clear’ proclaimed that the capitalists no longer exist as a class, and has drafted 
a series of policies regarding nondiscrimination for all former industrialists 

and businessmen, which have given the latter great encouragement. They have said: 
"Our position has changed, and our responsibilities have become heavier," and "The 
party and the people have proclaimed us to be on their side, so we must devote 
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ourselves to the four modernizations." More and more of them are putting their 
production technology and management experience at the disposal of the cause of 
socialism, and have made new achievements. It should be said that in the last few 
years, work with former businessmen and industrialists has made great progress, 
but there are still some questions awaiting further resolution as regards ideology 
and understanding, backward policy, and organization and management. 


As regards ideology and understanding, the primary problem is that of further 
eliminating the influences of the ultraleft line. The influence of the ultraleft 
line is still rather profound among some cadres as regards treatment of former 
businessmen and industrialists. Currently there are still some comrades who have 
doubts about the party Central Committee's theory and practice in thie matter or who 
even take an attitude of opposition to it. They believe that the proclamation that 
the capitalist clase no longer exists "may be rightist." Some comrades cannot 
accept it when they read in the papers that the former businessmen and industrial- 
ists are on our side, and believe that this is just a measure to mbilize the 
former businessmen's and industrialists’ activiem. It should be made clear to 
these comrades that the party Central Committee's policy toward former businessmen 
and industrialists is a principled policy based on a scientific analysis of the 
social class situation which has been carefully thought out in the new historical 
circumstances, and is in complete accord with past history and the present status 
of our country's class situation. These comrades should be given continued 
education in the party ideological line of finding what is right from the actual 
situation, as well as theoretical and policy education regarding the party's united 
front. The party and government leadership at the basic level in the enterprises 
is a key line in implementing the party's and government's policy with regard to 
former businessmen and industrialists, and accordingly this propaganda and 
education work must be consistently carried out down to the basic level, and the 
propaganda and education work should be closely coordinated with helping the basic 
level to place and utilize former businessmen and industrialists effectively and to 
work out good relations with them. 


As regards implementation of policy, in the present situation effective implementa- 
tion of the policy of placing and utilizing former businessmen and industrialists 
is another important task. Currently the mainstream of implementation of this 
aspect of policy is good, but there are also some problems and some uneven develop- 
ment. If we compare the technicians among former businessmen and industrialists 
with the management personnel, the policy has not been implemented for the latter 
group as successfully as for the former group; if representatives of these groups 
are compared with personnel in general, the implementation has been better in 

the case of the formal group; if we compare the units in which they are located, 

in general the basic level units are not doing as well as the upper level leadership 
departments. Some persons who are capable of taking on administrative and manage- 
ment jobs or technical jobs are still making their ‘iving by physical labor; some 
are given positions with no power, making them a sort of "furnishing"; others are 
doing their work and are willing to take responsibility but have been given no 
title for a long period; still others are not being accorded comradely cooperation, 
but are treated with prejudice and coldness. These circumstances must be rapidly 
set right. 


At present the reasons why problems regarding placement and utilization of former 
businessmen and industrialists are not being well solved, other than the 
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abovementioned problems of ideology and understanding, aleo include the fact that 
some leadershi; cadres lack an understanding of their special strong pointe and 
other circumstances and have no ideas about placing them and utilizing them, so 
that they cannot propose any effective method of solution. To underetand this 
problem better, they can refer to the methods used in 1956 for joint public-private 
management, when the former businesemen and induetrialiste, it has already become 
@ transitional kind of work. What te much mre important is that the party's and 
government's cadres policy and staff and workers policy be fully implemented for 
former businesemen and industrialists, with suitable account taken of historical 
circumstances and certain special characteristics. 


In order to bring the positive effect of former businesemen and industrialists, 
and particularly older, retired ones, into play to the maximum possible degree, 
attention must be paid to successful organizational and management work. The 
relevant leadership departments, political consultative organizations, democratic 
parties and people's organizations in all locations can permanentiy organize their 
former workers and former businessmen and industrialists according to trade or type 
of work to study specialized questions of economic conetruction with them, propose 
suggestions and reform programs. Some retired former businesemen and industrialists 
are actively requesting the chance to make an effort for modernization, and they 
my be organized in suitable ways. We must not only be able to use this group of 
workers effectively, but also must devote attention to protecting it. 


Recently, party and government leadership in such places as Shanghai have encouraged 
China Democratic National Construction Association and industrial-commercial 
associations to set up various “four modernizations service groups" among retired 
former businessmen and industrialists; in some cases small groups have been set up 
trade by trade or neighborhood by neighborhood to give advice to small enterprises 
or neighborhood collective enterprises, and to improve their production techniques 
and their management and administration. Some localities have also helped 
neighborhoods to start collective economic operations and to find work for unemployed 
youth. All of these activities have produced excellent results. Some areas are 
orgenizing retired former businessmen and industrialiste in various ways 60 as to 
hand down their accumulated special capabilities and special skills to succeeding 
generations and assure the continuance of certain precious national craft 
traditions. These approaches have been welcomed by the local economic organizations 
and by the retired businessmen and industrialists themselves. In order to carry 
out mdernization, we must adopt effective measures to bring their latent potential 
fully into play. 











NATIONAL POLICY AND ISSUES 


SOCIALIST ECONOMIC SYSTEM PRAISED 


HK180646 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 9, 20 Sep 80 
pp 40-46 


[Article by Zhu Tiezhen [2612 6993 5271], Chinese Academy of Social Sciences’ 
Economic Research Center: "Taking a Dialectical View of the Superiority 
of the Socialist Economic System") 


[Text] It has been over 100 years since scientific socialiem emerged as a 
great ideology, and over half a century since it became a new social system. 
To replace capitalist society with a socialist one is both a tremendous 
leap forward in world social development and a great revolution in world 
social systems. The intrinsic superiority of the socialist economic system 
over the capitalist one has long since been proved with Marxist-Leninist 
theories and by putting into practice proletarian revolution. Yet, this 
question, which should not arise, has again been raised today. How did 
thie happen? Why do some people still question our socialist economic 
system? Moreover, why was this question rarely asked during our First 
Five-Year Plan, and almost never during the Second Five-Year Plan or even 
the 3 years of economic hardship, but has been raised considerably since 
the “gang of four" was emashed? The reasons for this ere numerous. 


A lot of questions were veiled during the 10 years of upheaval. Under the 
banner of Marxism-Leninism-Mao Zedong Thought, Lin Biao and the "gang of four" 
peddled the fallacies of counterrevolution to our peophe, so that many of 
them were deceived and to a certain extent “believed” fake socialist things. 
Some people did have doubts, but never voiced them. Since the “gang of four" 
was emashed, there have been basic changes in our political scene. As the 
dicussion on "practice is the only criterion for testing the truth" gradually 
intensifies, people are beginning to eliminate superstition, liberate their 
minds and think. Naturally, a lot of questions not mentioned or realized 
before are now being raised. A considerable number of people are raising 
questions due to their concern for the future of our country and race, 
righteous indignation with Lin Biao and the "gang of four" and the devasta- 
tion they caused to socialism, and in the hope that the present contradic- 
tions will receive attention and be solved as soon as possible. Therefore, 
this phenomenon must not be criticized as bad. Yet, we should also note 

that for many years we have propagandized the superiority of the socialist 
system in a much too extreme and simplistic way. Moreover, due to the 
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devastation caused by Lin Biao and the “gang ef four" and our mistakes in 
work, the superiority of the socialist system wae not brought into full play. 
This has easily led to the popular belief that “theory” ia one thing and 
practice ie another. Often people cannot treat concrete questions properly. 
They tend to generalize and confuse appearance with essence. Consequently, 
some comrades begin to question the socialist system and to a certain extent 
even waver in their faith and determination to struggle for the four 

moderni zations. 


The above account shows that even today there is an immediate significance 
to following the basic theory of Marxiem in order to understand the essence 
of the socialist economic system and taking a historical and dialectical 
view of che superiority of our socialist economic system at present. 


1. To Look at the Superiority of the Socialist Economic System From Its 
Easence 


The development of the socialist economic system, like that of every objective 
reality, is full of contradictions and ups and downs. It reveals a picture 

of complication and entanglement. As such we should not employ simple and 
direct methods to treat the superiority of the socialist economic system. 
Instead we must employ a dialectical method to analyze concretely the con- 
tradictions in real life, grasp the eseence of things and distinguish truth 
from illusion. 


Lin Biao, the "gang of four,” Kang Sheng and hie emall group caused disorder 
and confused right and wrong during the 10 years of chaos. Outwardly they 
practiced "socialism," actually they indulged in feudalistic fascism. The 
“socialiem" they advocated was built upon masse poverty and autocratic rule. 
They were opposed to premoting social productivity, ignored the people's 
well-being, and advocated such things as “rather have a poor socialist 
country,” “it doesn't matter that life for 80 million people is a bit 
miserable" end so forth. To take such fake socialiem for scientific 
socialism causes confusion between thinge which are different in essence, 
and hence the inability to see the superiority of the secialist economic 
system in ite true light. 


There is an essential difference between the scientific socialist economic 
system and the fake socialism practiced by Lin Biao and the “gang of four.” 
According to analysts of Marxism, socialist public ownership can adjust to 
the means of production necessary for highly developed productivity and 
highly socialized large-scale production. This is an essential feature of 
the socialist economic system, which explains why it is superior to the 
capitalist economic system. 


Historical dialectics reveals that the victory of socialiem did not first 
appear in developed countries where production was highly organized and 

prod. ‘ivity developed. Rather, it appeared at different times in 
econo.ically backward countries such as Russia, China, and so forth. Inepite 
of thie socialist victory in a series of countries still proves through 
practice that in terms of historical development, it is an inevitable tendency 








for socialist public ownership to replace capitalist private ownership. The 
antagoniem between the socialization of production inherent in capital iam 
and capitalist private ownership can be solved only when the means of 
production becomes publicly owned. This is an objective demand in the 
development of productivity, an objective law that ie not guided by personal 
preference. This is the key to our understanding the superiority of the 
socialist economic system. The "gang of four" repudiated our socialist 
public ownership and described it as “capitalist roadere' ownership." Their 
aim was to completely negate our socialist economic system in order to shape 


public opinion in favor of expanding clase etruggle and weurping party 
power. 


The birth of socialist public ownership brought a fundamental change to human 
economic relations. It upset the situation in which the producer was divorced 
from the means of production and fundamentally changed the laborer's position 
and the nature of labor. Under the capitalist syetem, the means of produc- 
tion is in the hands of the capitalist. Workers have to sel) their labor, 

be exploited economically and suppressed politically. Workers’ livelihood 
may have eased in some developed capitalist countries, but the workers’ 
position as paid slaves for the capitalist clase has not substantially 
changed, nor is it likely to. Whereas under socialist public ownership, 

the laborer has emerged from the exploited slave of the past to be the 

master of the means of production. Though close integration between the 
laborer and the means of production only develops gradually and our laborers’ 
standard of living still lage behind their capitalist counterparts, this is 
only a brief historical phenomenon. The basic question remains that "for 
hundreds and thousands of years workers have served others and labored for 
exploiters, now for the first time they can work for themselves.” ("Selected 
Works of Lenin,” “How To Organize Competitions?" Vol 3, p 393) The interests 
of the laborer and that of the entire society are at one. The laborer works 
creatively for himself as well as for the entire society. This is an essential 
difference from the past, an earth-shaking change. As Lenin states, “the 
replacement of compulsory labor by labor for one's self is the greatest 
replacement in human history." (Ibid) Under the leadership of the CCP, our 
people have been through extremely arduous struggles and achieved this 

“great replacement." Social productivity has been liberated from the fetters 
of private ownership, feudal and capitalist systems of exploitation have been 
abolished, small-scale production has been reformed, and the absolute 
superiority of socialist public ownership has been confirmed after going 
through strict tests. True, the level of our social productivity is still 
low; in our socialist public ownership two forme still exist, camely, 

state ownership and collective ownership of the laboring masses. Socialist 
production relations are still immature and imperfect and a lot of immediate 
questions have yet to be solved before the laborer actually becomes the 
master of the means of production. Yet, all things considered, the leader- 
ship should be affirmed. 


Since all laborers together possess the means of production, they have the 

same economic interest. This results in a new moral concept and mutual aid 
and cooperation similar to comradeship between people. People are different 
in regard to the division of labor in society, not in regard to superior or 
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inferior, rich or poor. This mutual interest and new relationship can bring 
into play people's initiative which directs them to strive for a common 

ideal and target. The common ideal and interest of laborers can form a 
powerful material etrength, eo that the laborers can go through thick and thin 
together and etand al) kinds of teste, This fully explains how our country 
survived the disasters caused by Lin Biao and the "gang of four" during the 

10 yeare of chaos. 


Under socialist public ownership, hundreds of thousands of economic units 
and departments related to the national economy become a unified entity on 
the basis of common interest, so it is possible to plan and organize national 
economic activities throughout the country. Nationwide productivity can be 
reasonably disposed of and natural resources can be put to sensible and 
effective use. Consequently, we can make use of and spread scientific and 
technological achievements in good time. These merits are restricted under 
capitalism. The capitalist economy is built on the basis of private owner- 
ship. Since there are acute conflicts of interest between capitalist 
groups, keen competition is inevitable. It is impossible to regulate the 
production of the entire society with unified plans. Such phenomena as 
anarchism in production, abnormal economic development, and economic crisis 
of surplus production are bound to occur. This results in enormous waste 
and destruction of social productivity. Of course, enormous waste and 
destruction will result too if the socialist economy is not implemented well 
and is not in accordance with economic laws and actual conditions. This, 
however, is not due to the system iteelf, but rather to mistakes in work 
and people's subjectivity which violate objective economic laws. 


Socialist public ownership determines the fundamentally different aims of 
socialist production and capitalist production. "The constant aim in 
capitalist production is to produge the maximum surplus value or surplus 
products with the minimum initial capital." ("Collected Works of Marx and 
Engels," “Theory of Surplus Value,” Vol 26 Part Il, p 625), The aim of 
socialist production is to continuously raise and satisfy people's increasing 
material and cultural needs. This fundamental difference is decided by the 
objective economic conditions of socialism, and is also demanded by the basic 
economic laws of socialism. We must not negate this difference and mies the 
eseential superiority of the socialist system just because we did not do well 
in implementing the aims in socialist production in the period that has 
passed. 


Socialist public ownership decides not only the aims of socialist production, 
but also the distribution of products. People have equal rights to labor 

as well ae to enjoy the materials and wealth offered by society. This 

rules out the phenomenon of owning the means of production and hence also 
gratuitously owning others' labor. In the distribution of individual consumer 
goods, the principle of "from each according to his ability, to each according 
to hte work" is practiced. Using labor as the yardstick, each laborer gets 
hie » ghetful share, and he who does not labor gets nothing. This is precisely 
an implementation of socialist public ownership, which is in accordance with 
the laborer's interest. Lenin said that "socialism alone will make possible 











the wide expansion of social production and distribution on acientific lines 
and their actual subordination to the aim of easing the lives of the working 
people and of improving their welfare as much as possible. Socialiam alone 
can achieve this." ("Collected Works of Lenin,” "Speech at the First Congress 
of the National Economic Committee," Vol 27, p 385) At present, our level of 
productivity ie not high and our base is not firm enough. Therefore, the 
principle "to each according to his work" has not yet been fully implemented 
and improvements in people's livelihood is still limited. With the develop- 
ment of productivity these conditions will definitely change for the better. 


In conclusion, the superiority of socialist public ownership is focused on 
the foundation of socialized large-scale production, continuous perfection 
of the combination of laborer and the means of production and the opening 
up of new pathe for the development of productivity, so that minimum labor 
will bring maximum economic results, labor productivity higher than that 
of capitalism will be created, and laborers’ growing material and cultural 
needs will be satisfied. 


2. To Give Full Play to the Superiority of the Socialist Economic System Is 
a Historical Process 


Production relations have to suit the nature and level of productivity. This 
universal law of history, with its irresistible inevitability, applies to 
socialist society. Socialist production relations can develop only as 
productivity develops. There is a process for the development of productivity, 
just as there is one for socialist public ownership. At different stages in 
the development of socialism, public ownership varies in the degree of 
maturity, so do the characteristics, form and superiority that it reflects. 
Therefore, to give full play to the superiority of the socialist economic 
system is a etage in the historical process. Any means intended to supersede 
the process will only revert to the other extreme. 


Our socialist public ownership at present is different not only from the ad- 
vanced stage of public ownership in a communist society, but also from the 
socialist public ownership of the first stage of communist society conceived 
by Marx and Engels, namely, socialist public ownership whereby society 
possesses all the means of production and commodity production no longer 
exists. Due to our backward productivity and unbalanced development, we 
cannot realize unitary socialist public ownership. Moreover, we cannot avoid 
some individual ownership and state capitalist ownership. A commodity economy 
exists in production, exchange, distribution and consumption. We can put 

it this way: public ownership at present is both advanced and immature. It 
needs continual adjustment to the development of productivity in order to 
reach perfection. The superiority of socialist public ownership will increase 
with rising social productivity and the gradual perfection of social 
relations. Viewed in this light, it is unrealistic to ignore this historical 
process by evaluating lower level superiority as advanced level superiority, 
and by doing prematurely at present what should be done later, for this 

will only bring undesirable results. In the past, we suffered tremendously 
from this. For a long time we have been influenced by "“leftiem." We have 
been so naive as to believe that as long as we could change production 
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relations, we would increase productivity. We have not etarted from the 
actual development of productivity, In particular, we have not considered 
the difference in productivity levele in various areas, departments and unite 
of production. Instead we have wrongly believed that the larger scale and 
the higher the degree of public ownership, the better, Consequently, several 
reforms of production relations were carried out hurriedly and rashly, which 
devastated productivity and crippled economic development. Regarding 
distribution, equalitarianiem has been practiced instead of distribution 
according to work, and such phenomena as "holding an iron rice bowl" and 
“eating out of a common pot" have been quite common. Ignoring the existing 
difference in labor, we have tried to adopt "narrowing the gap between the 
rich and the poor" as a means of prematurely wiping out the three big 
differences and the commodity economy and of abolishing wages and currency. 
The basic causes of this problem lie in the negation of the phases in a 
socialist society, the violation of the law that production relations must 
adjust to the nature of productivity and exaggerated subjectivity. Facts 
reveal that mere "transition" does not suffice: socialiem can only be built 
on the basis of highly developed productivity. Divorced from the actual 
level of productivity, reforms in socialist production relations will not 
advance, but will merely destroy them. In this way, the superiority of the 
socialist economic system of course cannot materialize. 


Yet, we must not misunderstand that there is little, if any, superiority 

in our present socialist economy, and that it will emerge only when socialism 
matures, for this is not true. Practice is sufficient evidence to show that 
our present ownership by the whole people and collective ownership supple- 
mented by some individual ownership and state capitalist economy is basically 
in accordance with the development of our present level of productivity. The 
superiority of this system is not matched by that in old China, developing 
countries or even developed capitalist countries. Perhaps some people will 
raise question euch as: If so, why do we lag far behind developed countries 
in agriculture and industry in terms of the absolute level of productivity 
and labor productivity? Why does our national economy not develop quickly? 
To answer these questions we need to make a concrete historical analysis. 

We should not just draw simple analogies. 


In handling any question we must be realistic and analyze both subjective 
and objective conditions comprehensively. The reasons for our low level 
of productivity and labor productivity are many. First, our productivity 
was originally very low. Old China was a semicolonial and semifeudal 
country with a backward economy, an awful mess with gaping wounds. Before 
the liberation, the value of modern industrial production was only about 

10 percent of the total value of national production. In 1949, only 
158,000 tons of steel and 32.4 million tons of coal were produced. Seventy 
percent of industry was manual. When we started to build socialism our 
economic foundation was weak, which brought long-term difficulties to the 
development of productivity and especially to labor productivity. Second, 
socie ism has only been in effect for a relatively short period. Capitalist 
countries have been through a long journey to reach their present huge 
productivity. As early as the 15th century Britain entered the period of 
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primitive capitalist accumulation, American industrial development has a 
history of 200 years. Industrial development in other capitalist countries 

is also over 100 years old. In China, however, socialiem has been in 

effect for a mere 30 years, which explains why it ie impossible for it, an 
economically backward agrarian nation, to catch up immediately with developed 
industrial nations. Third, we lack experience in socialist construction and 
have been disturbed by "leftiem" for a long time. After the basic completion 
of the three big reforms in 1956, we should have shifted the focus of party 
work to socialist construction etraight away. Yet, for one reason or another, 
we have not been able to carry out thie strategy. The situation was 
especially bad during the 10 yeare of chaos, when Lin Biao and the “gang of 
four" advocated the escalation of clase struggle, replaced production struggle 
with class struggle, opposed the development of social productivity, encouraged 
"determinism," and gravely violated objective economic laws. As a result, 

our national economy was on the verge of collapse and the socialist economic 
system was severely wrecked. 


Meanwhile, we should see that even though our level of productivity is still 
below that of developed industrial nations, and that our socialist economic 
development took unexpected turns along a winding path, our socialist 
construction has still achieved a lot over the past 30 years. In 1979, we 
already had 350,000 industrial enterprises, the fixed assets of ownership 
by the whole people reached 320 billion yuan, which is 25 times old China's 
fixed assets accumulated during almost 100 years. These enterprises are now 
a reliable foundation for our modernization. Although the development of 
our national economy is sometimes fast and at other times slow, it is still 
fast compared with that of developed capitalist nations. 


Of course, we must confess that we have wasted a lot of time on ineffective 
labor and that problems in the national economy still exist. At one stage 
national economic plans only emphasized production development, but not 
improvement of people's livelihood; only on high speed, not on keeping 

in proportion with other factors. Too high a rate of accumulation and too 
extended a basic construction front not only affected people's livelihood, 

but also reduced the economic effects of investment, which in turn resulted 
in vast waste of manpower, resources and capital. Mistakes were also 

present in distribution and salary structure, which were not integrated 

with our country's concrete features. In particular, there were no 
continuous reforms dealing with the actual development of production, and 

the effect distribution had on production was either neglected or ignored. 
Besides, problems abounded in economic and enterprise management. Administra- 
tive methods were overemployed in economic management. Too much centralization 
only resulted in obstruction. The departments and areas formed their own 
systems, which they named "big and complete” and "small and complete." 

They did not bring superiority into full play nor pay attention to economic 
effects; they were hedged in with their own rules and regulations, and 
socialist economy then was dull and low. All this hindered the promotion 

of the superiority of the socialist economic system. 
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Had we followed objective economic and natural laws to give guidance to economic 
undertakings in order to avoid serious faults, and had there been no destruc- 
tion caused by Lin Biao and the “gang of four," the superiority of the socialist 
economy system would have been consistently brought into full play. In this 
way, national economic development and improvement in people's livelihood could 
have come about faster, and the achievement could have been more remarkable. 

The events that have taken place since the fall of the "gang of four" fully 
proved this point. Over the past 3 years, our decrepit national economy has 
recuperated and developed more smoothly. The year 1979 saw an increase of 

15,8 percent as compared with 1976 in he total value of agricultural 
production and 40.2 percent in indus: | output. Basic construction, finance 
and trade have also expanded. In ter» of production development, the party 

and state made a great effort to take measures to ease people's debts in 
livelihood, in 1979 alone more than 10 billion yuan was allocated to the 
working clase as increased wages in the form of adjustment of purchasing price 
for farm produce, adjustment of wages, and bonuses, investment in the con- 
struction of staff living quarters in towns saw an increase of 83 percent 

from 1978 to 1979. To clear the debts accumulated over a long period in a 

few years is certainly impossible. Even if the debts are cleared, people's 
livelihood should be further improved. 


3. To Give Full Play to the Socialist Economic System, We Must Persist 
in Following Objective Economic and Natural Laws 


The superiority of the socialist economic system is not spontaneous. It does 
not automatically appear with socialist public ownership. It is only an 
objective probability, and probability is not synonymous with reality. Whether 
probability can become reality depends largely on whether people follow 
objective economic and natural laws. 


Economic laws are abstract and invisible, yet they are an irresistible force 
that exists objectively. How we understand and apply them under the socialist 
economic system is of vital importance. When economic and natural laws are 
observed, the superiority of the socialist economic system will be given full 
play and the result will be delightful; the opposite will result in punishment. 
Especially when socialist public ownership is wrongly applied, the mistakes 
will form a vicious circle in the entire national economy and the consequences 
will be even more disastrous than those in capitalist private ownership. 

Stalin points out that "there we see economic, commercial and financial crises, 
which affect individual groups of capitalists. Here, in our country, things ® 
are different. Every serious hitch in trade, in production, every serious 
miscalculation in our economy, results not in some individual crisis or other, 
but hits the whole of our national economy." ("Collected Works of Stalin," 

"The 14th Congress of the CPSU (B)," Vol 7, p 284) The 10 years of chaos was 
thus: the national economy was totally retarded; science, technology, 

culture and education were all crippled; people's socialist initiative was 
tremendously undermined. All this was indeed distressing. 


Our perty is one that insists on seeking truth from facts and on learning 
serious!y from our own positive and negative experiences alike. Since the 
llth Nai lonal Congress, and especially since the 3d Plenary Session of the 
lith CCP Central Committee, the party has drawn on past experiences and actual 
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conditions to lay down line and policy, which includes the cardinal decision 
to focus party and state work on building socialist modernization, and 
measures to adjust, reform, reorganize and raise the national economy. 
Practice proves that this is in accordance with objective economic and 
natural lawe, and that thie is correct. Since implementing party line and 
policy, people's livelihood, especially that of peasante and workers, 

has gradually improved, and the chaos caused by Lin Biao and the "gang of four" 
has basically been transformed into a new situation harnessed by guidance, 
order, progress, {word indistinct], stability, solidarity and vivacity. We 
have grounds to ict that, as party line and policy are further perfected, 
socialist democracy will be given full play. 


Laborers’ initiative will be aroused, the whole nation will follow objective 
economic and natural laws, and the superiority of the socialist economic 
system will become increasingly evident, 


However, we must note that the effect of objective economic and natural laws 
changes with the conditions it is attached to. Therefore, it is no easy 

job to correctly understand and apply objective economic and natural laws, 
neither is it a job that can be done once and then forgotten. It is rather 
a process of endless alternations between practice and understanding. Our 
subjective understanding is often in conflict with objective economic and 
natural laws. If we practice them carefully and modestly and link closely 
with the masses, the conflicts will be better resolved and in time. On 

the contrary, if, instead of remaining sober, we are conceited, rigid in 
thought and divorce ourselves from the masses, we shall easily be subjective 
and one-sided, make decisions that contravene objective laws or even commit 
the same old errors again. Therefore, although the system is decisive, 

it is not omnipotent. Stupidity is not impossible under this superior 
system. The key lies in our wise summing up of experiences, learning from 
the past and courage to face reality. 


We should also note that our socialist society emerged from a semicolonial 
and semifeudal society. During a certain span of time some evils of 
capitalism, feudalism and small-scale production economy still remain. 

These evils are tenaciously reflected in many aspects and they penetrate 

our economy and politics. Antagonistic forces from both within and outside 
the nation will also try to upset the construction of socialist modernization 
when there is a chance. So, in the progress of the socialist cause, 
difficulties are bound to appear, complications and obstructions are 
inevitable. As long as we seek truth from facts, seriously sum up past 
negative and positive experience, learn from them, be brave enough to 

stick to truth and correct our mistakes, we can turn disadvantage into 
advantage, negative factors into positive ones, and negative lessons 

into vast wealth, There are no grounds for us to doubt the socialist system 
and lose confidence in the great target of the four modernizations in the 
event of difficulties. Lenin said that "defects, mistakes, blunders in 

such a new, difficult and great undertaking are inevitable. Those who are 
afraid of the difficulties of building socialism, those who allow themselves 
to be scared by them, those who give way to despair or cowardly dismay, 

are no socialists." ("Collected Works of Lenin,” "From the Destruction of 
Old Systems to the Creation of New Ones," Vol 30, pp 475-476) 
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We are at a great turning point in the history of socialism, with favorable 
conditions domestically and abroad. We should be full of confidence, 
cooperate with one heart and one mind under party leadership and build 


the modernizations in the Chinese style in order to give fuller play to 
the superiority of the socialist economic system, 
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FINANCE AND BANKING 


BRIEFS 


QINGHAI GOLD, SILVER PURCHASES--In 1980, Xining branch of the Chinese People's 
Bank increased gold purchases 9.6 times, silver purchases 10.1 times and 


silver coin purchases 3.7 times over 1979 figures. ([Xining Qinghai Provincial 
Service in Mandarin 2330 GiT 29 Oct 80 SK] 


XINJLANG BANK LOANS--The Xinjiang branch of the People's Bank of China will 
extend 20 million yuan short- and medium-term loans to Xinjiang's light and 
textile industries in 1981, 7 million yuan more than the loans in 1980. 
[Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 24 Oct 80 OW] 


CSO: 4006 
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ENERGY 


ENERGY RESOURCES DEVELOPMENT SAID SERIOUSLY LAGGING 
Shanghai WEN HUI BAO in Chinese 30 Aug 80 p 3 


[Article by Jin Xingren [6855 5887 0088] and Xu Hongyi [6079 7703 0308]: "How 
To View the Energy Resources Question") 


[Text] Energy resources constitute an important material base for developing the 
national economy and raising the people's standard of living. Since the founding 
of the nation, even though energy resoruces industries in our country have under- 
gone extensive development, requirements for energy resources have grown greater 
even as socialist construction in our country has developed by leaps and bounds. 
Energy resources production is still not keeping up with growth in national economy 
development and in requirements for the people's livelihood. The speeds at which 
the two are developing are not equal, and there is a serious proportional imbalance. 


Chief among the causes leading to the serious proportional imbalance between energy 
resources and the national economy are, for one, the interference and damage wrought 
by Lin Biao and the “gang of four" and our insufficient understanding of objective 
law, which affected progress in basic construction in the coal and electric power 
industries and in geologic exploration for petroleum. This created a proportional 
imbalance in coal excavation and in petroleum storage and extraction, so that during 
recent times there has not been much new production of energy, and the volume of 
energy resources production has been quite low. For another, the economic struc- 
ture and economic management system have not been rational, production organization 
and energy resources management have not been satisfactory, and production facili- 
ties and production technology have been backward, etc. These have resulted in an 
excessively high energy resources consumption co-efficient, very low energy resources 
utilization efficiency and serious energy resources wastage. In this way, a seri- 
ous ongoing energy resources supply shortage of many years’ duration has occurred. 
The energy resources question has become a serous obstacle to the furthering of 
development of our country's national economy. Thirty years' experience has told 
us that if we wish to truly resolve the present energy resources question, we must 
proceed with a great amount of work, with the foremost tasks being the heightening 
of ideological understanding of the energy resources question and the building 

of all the tasks for resolving the energy resources question on the scientific 
founda.‘on of the dialectical materialist line. 


Thus, to resolve the energy resources question, which items of ideological under- 
standing should be heightened? 
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Heighten Understanding of the Significance of the Energy Resources Question 


In comparison with other natural tesources, energy resources are characterised 

by a requirement for a lengthier period for exploitation, greater capital invest~- 
ment, a broader area of use, continuity and linearity of depletion, leading posi- 
tion with regard to production and exchangeability of type. They are important 
factors in the production of the national total production output value, and main- 
taining a regular proportional relationship between energy resources development 
and national economic development is likewise an important factor in regular 
development of the national economy. Owing to an insufficiency of natural 
resources in our country for many years, it is impossible to bring into play 
approximately 30 percent of the industrial productive force, and the output value 
thus lost is approximately 20 percent of the total nationwide industrial- 
agricultural output value. However, for a long period we have lacked understanding 
of such points as: the significance of the energy resources question, (the fact 
that) energy resources are prerequisite factors in development of the national 
economy, the dependent relationship between economic growth and energy resources, 
the necessity for the energy resources growth rate to be greater than the national 
economy growth rate, the need for energy resources to be in the vanguard. In 

the early 1960's, we exerted great efforts in opening up major oilfields such as 
Daqing, bringing our country's petroleum production charging up from 29th place 
worldwide at the founding of the nation to 8th place, thereby basically satisfying 
our country's self-sufficiency needs in petroleum. In spite of this, however, and 
in view of the leading ideology of that time, what was chiefly in mind was breaking 
the imperialist shackles, and extracting "contention gasoline" and "“anti-revisionist 
oil," and not the understanding of the objective law of which we were fully aware: 
that the development of energy resources and the development of the national economy 
must be mutually adaptable. Because of this, the energy resources "vanguard" in 
reality never went in the lead. Taking electric power production as an example, 
the economic development experiences of the various countries around the world show 
clearly that for each 1 percent of growth in the national economy, electric power 
must grow 1.3-1.5 percent. But our nation has not achieved this. For example, 

in Shanghai, since the founding of the nation, on the average for each 1 percent 

of growth in the industrial-agricultural output value, electric power generating 
capacity has grown only 0.76 percent, with electric power construction retarded 

to a great extent behind industrial-agricultural development. 


Again, in view of the utilization of energy resources, with respect to the ideology 
of the people, there has not yet been the necessary attention brought to bear on 
the significance of energy resources in production activities and on conservation 
and rational use of energy resources. Some believe in any case that the relative 
proportion of the price of goods which the cost for motive power fuel comprises 
is not great, that by using some more energy resources they are not spending much 
money and that there is little influence on the economic profits of their own 
enterprises. Some believe that energy resources which are conserved are not 
returned to the control of their own enterprises and furthermore they are con- 
cerned that the more they conserve, the tighter the energy supply departments 
will be in the amount of energy supplied to their units. Some believe that pro- 
duction value and volumes are rigid quotas which must be achieved without fail, 
that checks in the area of energy resources are deficient or lenient and that it 
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doesn't matter if quotas are achieved with any degree of quality. All of these 
beliefs are haunted by a lack of attention toward energy resources. The under- 
standing of the significance of the energy resources question wust be raised up 
from the basic level before conservation and rational use of energy ©. urces can 
be accomplished. 


Respect the Objective Lawes, Maintain an Overall Balance 


For a long period of time, our country's energy resources industries have not only 
suffered a serious imbalance with respect to proportional relationship to the 
national economy, but have shown proportional imbalances among the various links 
within the industries, euch as exploration, capital construction, exploitation, 
processing, changeover, transportation and stockpiling. The coal industry must 
maintain « rational proportion among the links of opening-up and excavating activi- 
ties, coal extraction and transportation, and achieve coal faces sufficient for 
coal extraction through opening-up and excavation, so that extracted coal can be 
transported out in a timely fashion, before regular progress with mine production 
can be assured. However, for many years, an ultra-leftist ideology grew with 
respect to economic building, with blind pursuit of high quotas, high speed, heavy 
extrection and light excavation. Consideration was paid solely to “getting enough 
to eat’ now, with no regard paid to future “hungry stomachs," with the result that 
a disporportional relationship between extraction and excavation was created, and 
the volume of coal diminished. Similarly, within the petroleum industry, owing to 
the facc that geological prospecting did not keep up, petroleum reserve resources 
were ineuffictent, with the result that a disproportional relationship between 
stockpiling and extraction was created and the level of petroleum extraction 
decreased daily. Within the electric power industry, generation was heavy while 
supply was light; overdue bills for electric power transmission and transformer 
facilities were numerous, and there was a disproportionate relationship between 
electric power generation, supply and transmission-transforming. Not a few dis- 
tricte hed electricity which they could not tranemit, or needed electricity which 
they could not receive. The disproportional relationships within the coal indus- 
try impoeed a shortage upon coal-generated electric power production, resulting in 
the electric power industry being unable to develop in a planned way according to 
proportions, and created an insufficient electric power supply which affected the 
development of concerned departments in the national economy and led to a chain 
reaction. From a partial and local disproportional relationship the effects 
brought about a total disproportional relationship, thereby impeding the speed of 
development of the overall national economy. 


For several years now, owing to the interference and destruction of Lin Biao and 
the “gang of four,” metaphysics has run rampant, with shortages being so-called 


“positive oalances” in the = -* of practical and realistic overall balances. As 
a result, energy resou 1.. in seriously short supply, a profound teaching for 
all. Because of this strengthening of overall balance is a basic precept 


which is mandatory fu. the resolution of the energy resources question. 
In Sp. “ine of Seience, Great Attention Must Be Paid to Economic Results 
Economic building must certainly strike fully for economic results. With regard 


to energy resources, the rational use and full use of energy resources must be 
considered, as well as the economic exploitation of energy resources, if the maximum 
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results are to be derived from the limited amount of energy resources. For 
example, petroleum has many uses; it can be used to make chemical industry raw 
materials, it can be used to fire industrial furnaces, and it can also be used 

as fuel for electric power plant boilers, However, efficiency differs among che 
different uses. One ton of heavy ofl used to make chemical industry raw materials 
is equivalent to more than 3 tons of standard coal, but used as fue) for electric 
power plant boilers it is equivalent to only 2-plus tone of coal. Because of this, 
the burning of 1 ton of ofl by an electric power plant ie equivalent to wasting 

1 ton of standard coal. In recent years there has been quite a lot of this type 
of wastage. Additionally, owing to the facte that in our country at present there 
are large numbers of energy-using facilities which are comparatively outmoded, 
production technology is comparatively backward, the level of operations ctech- 
niques is low, management is unsatisfactory and surplus heat cannot yet be 
efficiently utilized, a situation has resulted where the energy resources utiliza- 
tion efficiency rate is comparatively low, being around 28 percent on average. 
This is roughly lower by half than that of industrially developed nations and 
represents wastage sufficient to frighten anyone. 


With respect to the energy resources question, there was no addressing of economic 
results; this further showed that, under the leading ideology of small-farm 
economics characterized by failure to operate in accordance with economic laws 

of socialization's great production, “self-sufficiency” and “each has according 

to the convenience of each," there was no inquiry into the state of natural 
resources conditions. A great number of excessively energy-wasting "Five Small" 
industries were set up; they blossomed all over the place [Tr: i.e. local, small- 
scale industries in iron, cement, coal, electric power, chemicel fertilizer]. In 
these small enterprises, both the consumption of raw materials and the consumption 
of energy resources were very high, with economic resulte low. With respect to 
the small chemical fertilizer industries: they are an important force in the 
chemical fertilizer industry of our country, and play an important role in the 
development of agricultural production. However, with the exception of a smell 
number of enterprises, speaking in general, the quality and quantity of the prod- 
ucts from these small chemical fertilizer enterprises were not up to those of large 
plants, and furthermore their consumption of energy resources was great. In 1979, 
the emall chemical fertilizer enterprises in our country consumed energy in the 
form of more than 25 million tons of standard coal, and the energy consumption 
rate per ton of ammonia (produced) was 2.4 times that of large-scale enterprises. 
Not only was the energy consumption high at the “Five Small" industries them- 
selves, but they moreover often put a squeeze on energy resources needed for 
regular production by major industries, thus imposing losses in both areas. ‘nder 
the circumstances of the present serious energy resources shortages, if a numer 
of small enterprises whose energy consumption is high and economic results se i- 
ously lacking can be shut down, and production points reduced, the superior rule 
of large-scale enterprises, and those medium and small enterprises whose enerzy 
consumption is comparatively low and quality and quantity comparatively good, 

will be fully brought into play, and this will be beneficial toward alleviating 
the conflict between energy resources supply and demand and toward the develop- 
ment of the national economy. 


Energy resources exploitation should strive for economic results, and must pay 
attention to setting forth from that which is real, accenting the positives and 
avoiding the negatives, suit measures to local conditions, and bring into play 
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the dominant features at various locations. Our country's coal resources are 
abundant but are chiefly concentrated in northern China, particularly in Shanxi, 
where deposits constitute one-third of the country's total. The variety is com- 
plete, extraction is convenient, it is economical in investment, cost is low, and 
in accordance with the standpoint of bringing into play the dominant factors, we 
should exert a major effort in exploitation, and turn i into the most power- 
ful coal supply base in the entire country. Conversely, in the nine provinces 
south of “The River," coal resources are not only lacking but are scattered, 
extraction conditions are poor, economic results are poor, and regardless of 
whether it's investment or cost, both are higher than in Shanxi. According to 
statistics, the investment per ton of coal in these provinces is more than twice 
that in Shanxi, the cost per ton of coal is 2 or 3 times greater, and even if 
transportation fees are added for sending the coal from Shanxi to Zhejiang, 
Jiangeu and Hubei, the cost per ton of coal is still 30-40 percent lower than that 
of coal extracted by these provinces themselves. However, in the past considera- 
tion was not given to the objective situation; action was not based on an assess- 
ment of strengths or on bringing into play local dominant factors. Through 
steadfast attempts to revise the circumstances where "northern coal was shipped 
south,” and unceasing reductions inthe proportion of investment in Shanxi coal 
building, 40 percent of the nation's coal geological prospecting strength and 
several billions of yuan in investments were concentrated in the search for coal 
in the nine provinces south of “The River,” with the result that there was tre- 
mendous wastage and results were meager. The coal production volume in these 
districts grew slowly and affected nationwide energy resources development as 
well. At present, the state has recognized this problem, and the situation should 


improve. 
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YANGZHOU FORUM DISCUSSES EXPLOITATION OF JIANGSU'S PETROLEUM 
Nanjing XINHUA RIBAO in Chinese 29 Sep 80 p 1 


[Article by Gu Liangzhen [7357 5328 3791): “How about Our Province's Petroleum 
Exploration and Exploitation Situation, and Future Prospects?" 


{Text) From 24 through 27 September, the Jiangsu Province Geological Society and 
the Jiangeu Province Petroleum Society jointly convened a "Symposium on the 
Jiangsu Petroleum Exploration and Exploitation Situation and Future Prospects" in 
Yangzhou. The symposium analyzed the formation and development of the ancient 
oil- and gas-bearing basin and discussed the direction to be taken in the search 
for oil with respect to the aspects of strata, structure, crude oi] conditions, 
oil storage conditions, oil deposit types and prospective geologic reserves. 


At present exploration and exploitation are proceeding mainly in the Cenozoic Era 
oil and gas deposits, in thenorthern Jiangsu depression; they are characterized 
by multitudinous oil strata and faults and complex structures. Thus prospective 
geological reserves are comparatively great, although oil deposits are mainly 

of the small type and are scattered, and impose quite a lot of hardships on 
exploration and exploitation. This requires that we raise the level of explora- 
tion and exploitation work, and carry out work in seismologic exploration, explora- 
tion drilling, and geologic scientific research, At the same time, study obvi- 
ously must be intensified in the remaining Mesozoic and Paleozoic Era oil and gas 
in both northern and southern Jiangsu. Attention should especially be directed 
to the search for Paleozoic buried hills deposits, everything possible done to 
lay the foundation (for this work) within 2-3 years, and achieve fairly great 
strategic results within 5-10 years. 
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SHANDONG POWER INDUSTRY CONSERVES COAL, ELECTRICITY 
Jinan DAZHONG RIBAO in Chinese 10 Oct 80 p 1 


[Article by Xu Zongzhong [1776 1350 0022]: "Results of Conservation of Coal and 
Electricity by Electric Power Industry in Our Province Are Obvious") 


[Text] By stressing energy conservation and conducting thoroughgoing development 
of activities to increase production while conserving energy, the broad staff and 
workers in the electric power industry of our province have brought about a steady 
rise in generated electric power volume, while decreasing coal and electricity 
consumption targets year by year. During the 3-year period 1977-1979, generated 
electric power increased 43.2 percent, with per-kw hour consumption of coal being 
decreased 25 grams. The in-plant electricity consumption rate decreased by 0.76 
percent for a savings of 350,000 tons of coal and 1.7 trillion kw hours. From 
January through September of this year, owing to continuing reduction in coal and 
electricity consumption, there was a savings of 172,000 tons of coal and 29 mil- 
lion kw hours of electricity. 


For several years, in carrying out activities to increase production while con- 
serving energy, the electric power industry departments of our province have per- 
sisted in making energy conservation work into a work project of a protracted 
nature which must be grasped, have earnestly formulated and carried out energy 
conservation measures, and gone all out in technological innovation. They have 
continuously remodeled facilities and raised the effectiveness of energy resources 
utilization. Since 1977, they have completed a total of more than 2,500 tech- 
nological innovation projects, among which were 268 uajor innovations. In the 
area of remodeling facilities, they proceeded from installation to installation, 
grasping in a planned way those key projects which had greatest effect on energy 
conservation. Up to now, of the 57 large and medium-type water supply pumps 
throughout the province, 47 have been made over into high-efficiency pumps. After 
remodeling, their average rate of efficiency was raised more than 25 percent. 


One important measure employed by electric power industry departments for con- 
serving energy resources has heen the unceasing reform of electric power grid 
management through strengthening of unified control and economic operations. They 
have . centuated the positives and avoided the negatives by effecting appropriate 
shut-dowms of medium and small generator groups whose thermal efficiency rates are 
comparatively low and coal consumption rates are comparatively high, and by opera- 
ting more large generator groups whose thermal efficiency is high and coal con- 
sumption is low. They have fully brought into play the advantages of the large 
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electric power gride and large generator groups. In 1979, the proportion of elec- 
tric power generation by high-temperature high-voltage large generator groups 
increased by 3 percent in comparison with 1978, This year, during the period 
January through September, it has again increased 8.2 percent when compared with 
the same period of last year. Through this alone the per-kw hour coal consumption 
was reduced 9.8 grams, achieving a savings of 134,000 tons of coal. 


The electric power industry provincewide also exerted utmost effort in organizing 
provincewide "emall target figure" competitions whose chief aim was energy con- 
servation. They implemented the energy conservation targets down to the workshops, 
shifte, team and individuals, thereby providing a mass foundation for energy con- 
servation activities. The provincial electric power industry bureau divided 
electric power generating and supply units provincewide into 17 plant competition 
teams according to their various different categories. The conservation of coal 
and electricity was made the chief aim of the competition and a definite period 
was set after which there would be inspection for the purpose of comparison, 
exchange of experiences and helping each other go forward. They also combined 
labor competition with economic interests of the masses and increased or decreased 
bonuses appropriately according to the degree of success achieved in meeting 
energy conservation targets. They greatly aroused the enthusiasm of the broad 
staff and workers and promoted the thoroughgoing development of energy conserva- 
tion work. 
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ENERGY 


BRIEFS 


ZHEJIANG ENERGY SERVICE COMPANY--Hangzhou, 29 Oct (XINHUA)--An energy technical 
service company has been established in Sheng County, Zhejiang, t> help promote 
the development of marsh gas in the urban and rural areas. During the first 

9 months of this year, the company assisted building 1,920 marsh gas pools. 

At present the county has more than 11,200 marsh gas pools and has become 

one of the counties in Zhejiang where utilization of marsh gas has been 

fairly developed. [Beijing XINHUA Domestic Service in Chinese 0124 GMT 

29 Oct 80 OW] 


JILIN POWER CONSERVATION--Tonghua Municipality, Jilin Province, had conserved 
some 17,000 tons of coal, more than 3,1 million kwh of electricity and 683 tons 
of oil by the end of September. This municipality had also modified 26 oil- 
consuming boilers and installed power-conserving equipment at 36 key power- 
consuming units and oil-conserving equipment in about 82 percent of the trucks. 
[SK310710 Changchun Jilin Provincial Service in Mandarin 2200 GMT 28 Oct 80] 


SHANDONG POWERPLANTS--From January to September, powerplants in Shandong 
Province generated 10.4 percent more power than in the corresponding 1979 
period. Some 185,000 tons of coal and 80 million kwh of electricity were 
saved. [SK310836 Jinan Shandong Provincial Service in Mandarin 2300 GMI 
29 Oct 80 SK] 
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MINERAL RESOURCES 


GEOLOGICAL, STRUCTURAL FEATURES OF BOHAI OIL, GAS BASIN DISCUSSED 
Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 1 Vol 1, Jan 80 pp 6-18 


[Article by Li Desheng (2621 1795 3932) of the Research Academy of Pecroleum 
Exploration and Exploitation Sciences: "The Geological and Tectonic Features of 
Bohai 011/Gas-Bearing Basin") 


[Text] Following the discovery of Daqing Oilfield in Songliao Basin, another major 
oil/gas-bearing basin was found in the eastern part of China: the Bohai Bay Basin. 
It is about 200,000 square kilometers in area and includes the southern part of 
Liaoning, Beijing, Tianjin, the northern and western parts of Shandong, the northern 
part of Henan, and the Bohai waters. 


I. Development of the Basin 


The Bohai Bay Basin has undergone a fairly complex geological development which can 
be divided into four stages as follows: 


1. The Late Proterozoic (Sinian Subera) Parageosynclinal Sedimentary Stage 


Due to a long period of continuous ingression in the region (geological age is 
approximately 1900-800 million years before present), a thick pile of Late Protero- 
zoic-Sinian Suberathem clastics (Changcheng System)--carbonatites (Jixian System) -- 
clastics with carbonatites (Qingbaikou System) has deposited on the basement of 
Archaean and Lower Proterozoic metamorphic rock series after the Luliang Movement. 
Along the southern margin of the Inner-Mongolian Old Land, a NEE-trend depression 
known as the Yanshan Parageosyncline took shape in the southern flank of the Zhang- 
jiakou-Beipiao Deep Fracture. The thickest sedimentary area is located in Hebei's 
Jixian Prefecture, and the gross thickness of the Sinian Suberathem sedimentary 
rock amounts to 9,421 meters. Here, the dolomite in the Gaoyuzhuang Formation of 
the Upper Changcheng System is 1,541 meters thick, and the dolomite in the Wumishan 
Formation of the Lower Jixian System measures 3,488 meters thick. They grew in- 
creasingly thinner and gradually pinched out towards the east, west and south of 
the sea basin. In Central Hebei Plain, the dolomite of Wumishan Formation drilled 
below the ground level of Renqiu Oilfield is 1,750 meters thick, while the dolomite 
of Gaoyuzhang Formation drilled below the ground surface of Liulu Region is 911 
meters thick. Confined by the Neihuang Uplift in West Shandong and caught in the 
contracting sea basin, the two preceding dolomite reservoirs thinned out succes- 
sively west of Zhangjiakou-Shijiazhuang, south of Xingtai-Dezhou and east of 
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Qinhuangdao-Jinzhou (Figure 1). The Sinian Suberathem strata has dolomites rich 

in bacteria and algae, as well as bituminous dolomite which behave like oleophilic 
rock series. fountiful fluid oil seepage can be found in miarolitic cavities and 
fiesures of dolomites within the Wumishan Formation and Tieling Formation of Jixian 
System in Pingquan-Shuangdong Anticline, Yanshan Region, Hebei Province. While 
bitumen and thickened oil are found in Xiamaling shales of the Qingbaikou System in 
Xiahuayuan, northwest of Beijing. Based on isotopic geological dating, the Gaoyuz- 
huang Formation and Wumishan Formation are marine deposits of 1,450-1,205 million 
years before present. The Sinian Suberathem strata still have excellent oil-bearing 
properties as the North China Platform has not experienced any intensive tectonism 
at all. 





Figure 1 Isopach map of Sinian 
Suberathem in Bohai Bay Basin 











Legend: 





1. old Land 

2. uplift 

3. fault 

4. isopach (m) 

5. thin-out line of Dahongyu 
Formation 

6. thin-out line of Tieling Formation 

7. thin-out line of Gaoyuzhuang 
Formation 

8. thin-out line of Wumishan 
Formation 


Places on the map: 
(1) Nei Mongol (Inner Mongolian) 
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2. The Early Palaeozoic (Lower Cambrian-Middle Ordovician) Platform Sedimentary 
Stage 


The North China Platform uplifted during the Jixian Movement and sank into the 
neritic zone in the Lower Cambrian Period. Transgression persisted for a compara- 
tively !ong period of time (600-450 million years before present) until the end of 
the Middle Ordovician Period. But there were no Lower Palaeozoic deposits on the 
Inner Morgolian Old Land or the Ludong (Eastern Shandong) Old Land. 
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Lying in dieconformity with the Jingeryu Formation of the Qingbaikou System of 
Sinian Suberathem, the Lower Cambrian Fujunshan Formation consists of massive thick 
layers of microcrystalline dolomite, measuring 28-80 meters thick. The Lower 
Cambrian Mantou Formation is purple-red, mica-bearing shale interbedded with oolitic 
limestone and dolomitic limestone, and measure 120-300 meters thick. The Upper Cam- 
brian Fengehan-Changshan-Gushan Formation is composed of 100-370 meters of grayish 
green wormkalk, dark gray argillaceous-laminated limestone and leopard limestone, 
with a emall amount of grayish purple and dark gray shale in the lower part. 


The Lower Ordovician Yeli Formation and Liangjiashan Formation are grayish brown 
limestone, wormkalk and dark gray dolomitic leopard limestone. The Middle Ordo- 
vician Majiagou Formation is brownish gray thick-bedded limestone with dolomitic 
limestone. As the entire North China Platform had uplifted and suffered from ero- 
sion by the end of the Middle Ordovician Period, the drill-through portions below 
the ground surface are nothing but relict thickness of eroded strata. In Central 
Hebei's Renqiu-Nanmazhuang Region, the Yeli Formation, Liangjiashan Formation, Lower 
Majiakou Formation and Upper Majiakou Formation are 120 meters, 159 meters, 242 
meters thick respectively, totalling 745 meters in thickness. Southward to the 
Haizhong-Chengning-Dezhou-Zanhuang Uplifted Zone, the thickness of the Lower and 
Middle Ordovician is down to less than 500 meters. Along the southern slope of the 
uplifted zone, it becomes as thick as 800-900 meters. But further south to the 
Taikang-Shangqiu Uplifted Zone, the relict thickness is down again to less than 500 
meters. (Figure 2) 





Figure 2 Isopach map of Ordovician 
System in Bohai Bay Basin 


Legend: 
1. old land 
2. uplift 


3. fault 
4. isopach (meters) 
5. thin-out line of Lower Ordovician 


Series 

6. thin-out line of Middle Ordovician 
Series 
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Superimposed upon the Sinian Suberathem Parageosyncline, the Lower Palaeozoic Ordo- 
Cambrian sedimentary basin is characterized by three depressions and two uplifts, 
i.e., the North Hebei Depression in the northern part, the Haizhong-Chengning- 
Dezhou-Zanhuang Submarine Uplift in the central northern part, the Zibo-Linging 
Depression in the central part, the Songshan-Taikang-Shangqin Submarine Uplift in 
the central southern part, and the North Huatho Depression in the southern part. 
Following the Middle Ordovician Period, the Caledonian Movement caused the entire 
North China Platform to ascend, thus giving rise to regression. As a consequence, 
the Upper Ordovician is missing throughout the whole region. 


In Pingquan-Shuangdong of the Yanshan Mountain Region, exposures of oil seepage are 
widely found in the dolomites of the Lower Cambrian Fujushan Formation. There are 
deposits of liquid-state light oil inside the miarolitic cavities and along the 
calcite joint veins of Majiagou Limestone located in the quarries of Hebei's Tang- 
shan Prefecture and Shandong's Jiaxiang Prefecture. Based on core analysis, it is 
proved that the Ordo-Cambrian Carbonatite strata are extensively oil-bearing. 


3. The Sedimentation and Development Stage of the Late Palaeozoic (Middle Carboni- 
ferous-Permian) Platform's Coal-Bearing Formation 


The North China Platform went through a weathering and erosion period which lasted 
approximately 130 million years from the end of the Middle Ordovician Period to the 
end of Lower Carboniferous Period. Thus, the immensely thick Ordovician limestone 
was gradually peneplanized by the Long-term karst activity. By the Middle Carboni- 
ferous Period, the entire North China Platform had already subsided and accumulated 
sediments. But the sea floor was unstable and underwent bradyseismic movements 
which caused sudden transgressions and regressions, thus forming deposits of land- 
sea alternative facies. 


Distributed along the southern piedmont of Inner Mongolian Old Land from Xinglong, 
Nanpiao to Western Beijing are Carboniferous deposits of piedmont facies with basal 
conglomerate which form a latitudinal narrow zone measuring more than 150 meters 
thick. Southwards, it is replaced by land-sea alternative facies of 100-200 meters 
thick, forming a hemipelagic sedimentary trough area. Shaped like a triangle around 
Bohai Bay, it is delimitated by Tonghua-Benxi in the north, Zaozhuang of Shandong 
Province in the south, and Jiaocheng-Wenshui of Shanxi Province in the west. Gradu- 
ally increasing towards the south to as many as 10 layers in the Jining-Xuzhou- 
Huainan region, the marine limestone was predominated by transgressions. It is a 
neritic sedimentary basin, and the trough center had gradually shifted southwards. 


The Shanxi Series of the Permian System is entirely continental facies and can be 
divided into four sedimentary trough areas: Tianjin Trough, which is over 600 
meters thick; Handan Trough, some 500 meters thick; Xuchang Trough and Bangpu 
Trough, both over 700 meters thick (Figure 3). 


Deep exploratory drilling has revealed a vast tract of coal-bearing rock series of 
the Permo-Carboniferous System concealed under the North China Plain at the depth 

of 1,500-3,000 meters, especially on the southern slope of Dongying-Linyi Monocline, 
the nm ‘hern slope of Chenjiazhuang-Yihezhuang Rise, the western slope of Southwest 
Shandong Rise, the eastern slope of Neihuang Uplift, the northern slope of Chengning 
Uplift, the western slope of Cangxian Uplift, the northwestern slope of Niutouzhen 
Rise, and on the structural zones of Beidagang, Hexiwu, Wenliu-Weicheng, Tangyi, 
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Guantao, etc. In some areas, there are many thick layers of coal. Permo-Carboni- 
ferous coal series deposits are buried deep under the North China Plain, and could 
very well be natural gas source rocks. 


Figure 3 Isopach map of Permian Shihezi 
Series Distribution in Bohai Bay Basin 





(Nased on original chart prepared by 
Research Institute of Geophysical 
Exploration Bureau, Ministry of 
Petroleum Industry) 


Legend: 
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4. The Mesozoic and Cenozoic Taphrogenic Downthrow and Subsidence Sedimentary Stage 


Due to the Variscian Movement of the Late Permian Period, the North China Platform 
continued to uplift. Except for Pingshun, Fengfeng, Pingquan, etc. where Triassic 
land facies fragments had deposited sporadically, the whole area became a region of 
high and steep mountains. The Indosinian movement caused the entire sedimentary 
cover of the platform (from Sinian Suberathem to Triaseic) to fold into a series 
of large-scale synclines and anticlines. 


Mesozoic and Cenozoic profiles of Bohai Basin suggest frequent "downthrow-subsidence" 
occurrences during the sedimentary development stage. 


During the Early Jurassic Mentougou formation downthrow period, more than 1,750 
meters of sandstone, shale, conglomerate and coal interbeds deposited here with 
basalt on the bottom. In the Middle and Late Jurassic periods, 8,000-10,000 meters 
of pyroclastics, agglomerate, shale, sandstone, conglomerate and tuff with inter- 
beds of oil~shale and coal deposited during the subsidence stage of the Jiulungshan, 
Diaojishan, Hocheng, Zhangjiakou, Jiufutang and Fuxin formations. 


75 








In the Early Cretaceous period, 1,200-5,400 meters of tuff, andesitic agglomerate, 
andesite, basait, tuffaceous sandstone and conglomerate, and siltstone deposited 


on the Qingshan formation during its taphrogenic downthrow stage. 


In the Late 


Cretaceous Wangshi formation subsidence stage, deposits of sandstone, conglomerate 


and shale amounted to 2,000-4,360 meters. 


Due to the inadequate number of wells and control points, it is impossible to plot 


an isopach map of the Mesozoic basins. 


At best, a configuration map has been pro- 
duced, showing the distribution of the Mesozoic basins (Figure 4). 


The Mesozoic 


sedimentary basins run mainly towards the northeast, and are superimposed on 
Palaeozoic sedimentary basins which are mostly latitudinal. 
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Figure 4 Isopach map of Mesozoic dis- 
tribution in Bohai Basin (Based on 
original chart provided by the Research 
Tnetitute of the Geophysical Exploration 
Bureau, Ministry of Petroleum Industry) 








Legend: 

(1) pinch-out zone 
(2) deposition zone 
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Figure 5 Isopach map of Lower Tertiary 
Eocene (Kongdian Formation) distribution 
in Bohai Basin. 


Places on the maps: 


(1) Beijing (7) Dongying 
(2) Tianjin (8) Handan 
(3) Shijiazhuang (9) Luda 

(4) Jinan (10) Zhengzhou 
(5) Yantai (11) Lingqing 
(6) Shenyang 


Fault zones in Figure 4: 

(A) Beitang-Leting Fault Zone 

(B) Cangzhou-Dongming Fault Zone 

(C) Qihe-Guangrao Fault Zone 

(D) Jialu Fault Zone 

(E) Zhuwu-Jimo Basin 

(F) Huanghe (Yellow River) Fault Zone 








The Early Tertiary Kongdian-Shahejie-Dongying Formation Downthrow Period: 2,000- 
5,000 meters of sandstone, mudstone, oil-shale, bioclastic limestone and conglomer- 
ate deposits. The Kongdian Formation is 1,000-3,000 meters of continental clastics 
and Eocene in age. There is unconformity between the Kongdian Formation and the 
strata beneath it. The third member of Kongdian Formation is red mudstone and 
sandstone; its second member is grayish-black mudstone with sandstone interbeds, 
while the first member has red mudstone and sandstone in the lower part, and red 
mudstone intercalated with sandstone and conglomerate, gypsum, bluish gray mudstone, 
gray mudstone with oil-shale interbeds, bioclastic limestone and dolomite in the 
upper portion. By the end of Eocene, some of the relatively closed lake basins were 
reduced to brine lakes with evaporite deposits in them as a result of severe separa- 
tion of the basins, poor supply of fresh water, and the dry climate. Marine inter- 
beds might be found in some of the eastern depressions (Figure 5). 


The Shahejie and Dongying formations are Oligocene deposits. The third member of 
the Lower Shahejie formation in the Bohai Basin is an important olefiant rock 
series. It mainly consists of dark gray and brownish gray mudstone, with inter- 
beds of sandstone and conglomerate in the upper part, and widespread olefiant rock 
in the lower part which is regarded as a key stratum in this region. When the basin 
subsided in large amplitude, widespread ingressions occurred and eventually developed 
into littoral and lacustrine facies deposits. Due to a sedimentary break between the 
third member of Shahejie formation and the first member of Kongdian formation, there 
is a local unconformity in their contact. The second member of the middle Kongdian 
formation is a,series of coarse-grain sandstone and pebble sandstone intercalated 
with red and green mudstone. A large part of the region emerged above water sur- 
face when the basin shrank and the water body became shallow. The ancient rivers 
Guliao He, Guluan He, Guyongding He, Ga Hutuo He and Gu Huang He poured immense 
quantities of mud and sand into the basin. It was a particularly well developed 
sedimentation period for the reservoirs of deltas, sand barriers and sand cones. 
There is another sedimentary break between the second and third members of the 
Shahejie formation. The first member of the Upper Shahejie formation is composed 

of argillaceous rocks of reducing facies with interbeds of oil-shale, dolomite, bio- 
clastic limestone, clastic limestone and sandstone. The lower portion of the first 
member of the Shahejie formation is concentrated with widely distributed strata with 
unique and distinctive lithologic character as well as prominent electric properties. 
It is thus used as a lithologic key layer for the whole region of Bohai. During the 
deposition period, the basin experienced widespread ingression, and two sorts of 
sedimentary environment came into existence north and south of the division line 
running through Niutouzhen, Beidagang and Kenli. The vast expanse of water in the 
northern part was relatively deep and characterized by fairly strong potential and 
rich terrigenous clastic materials. Thus, large-scale sand bodies developed mainly 
in the northern and northwestern parts of the basin. The southern part of the basin 
was characterized by shallow water, closed lacustrine basin, weak potential, rela- 
tively fine clastic materials, and extensive growth of bioclastic limestone. In 
certain limb portions at the rise, the first member of the Shahejie formation over- 
lapped with either the third member of the same formation or even older strata; 

but, in most circumstances, the first and second members of the Shahejie formation 
were formed through continuous deposition. 


The Dongying formation is a series of intercalations of light gray to greenish gray 
sandstone and mudstone. The differences in sedimentary environment and lithologic 
character between the first member of Shahehie formation and Dongying formation 
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reflect the transformation from stability to nonetability. Carboneous shale is 
common in the .andetone member of the Lower Dongying formation. The middle parc 
of the formation is 4 mudstone member rich in spiral fossils. The upper part of 
it consists mainly of sandstone. Ostracods are benthonic and generally have warty 
carina, indicating a siow retreat of water. A sedimentary break between the Dong- 
ying formation and Shahejie formation can be found along the rims of depression 
zones, but the internal portions of the depressions also reveal continuous sedi- 
mentation. 


The Lower lertiary deposits measure 3,000-5,000 meters thick in deep troughs, and 
2,000-3,000 meters on the average. The mean thickness of olefiant rocks is 600- 
1,200 meters. Thus, there are ample oi] source conditions (Figure 6). 





Figure 6 .sopach map of Lower Tertiary 
Oligocene (Shahejie formation and Dong- 
ying formation) in Bohai Bay Basin 


Legend: 

(1) pinch-out zone 
(2) isopach (m) 

(3) fault line 
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Quring the last known subsidence period of the Late Tertiary Guantao-Minghuazhen and 
Quarternary Pingyuan formations, 800-3,500 meters of conglomerate, sandstone and 
mudstone were ceposited. The Yanshan, Taihangshan, West Shandong and Jiao/Liao up- 
lifted regions around the Bohai Bay Basin rose rapidly due to the Ximalaya Movement 
which occurred at the end of the Early Tertiary Period. Confined by the Tanlu 
Fracture Zone in the east, Shijiazhuang-Shouxian Fracture Zone in the west, Gu'an- 
Changli Fracture Zone in the north and Qihe-Guangrao Fracture Zone in the south, 

the interior of the basin was relatively subsided as a whole. Thus, the Bohai Bay 
Basin entered the last subsidence period. Throughout the entire region, widespread 
uncon: comity occurred between the Lower and Upper Tertiary system. Layers of quartz- 
bearing anc chert-bearing sandstone and conglomerate are often found at the bottom of 
the Miocene Guantou formation of Upper Tertiary. The terrigenous detritus came from 
the Yansiian ctegion in the north. Along the piedmont of Yanshan in Nanbac-Shejiutuo 
region, the drilled-through sandstone/congiomerate layer of the Gauntou formation is 
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1,000 metere thick in Huanghua-Dagang region. Furthermore, in Jiyang, Dongying 

and Rengiu, it is only 100-200 meters thick. The lower member of Minghuazhen for- 
mation of the Miocen age is brownish red and purplish rel mudstone intercalated 
with light grayish green medium-fine grain silicearenite, and is generally 300-400 
meters thick. The upper member of Minghuazhen formation of the Miocene~Pliocene 
age ie grayish yellow and light brownish red mudstone with siltstone interteds, 

and is 300-450 meters thick. It is composed of deposits of fluviatile facies and 
shallow lacustrial facies formulated under arid to semiarid climate conditions, and 
distributed throughout the waole region. 


The Quarternary overburden has contributed towards the shaping of today's China 
Plain. it is gray and light yellow silty clay with light yellow sandstone, and is 
about 300 meters thick. The sedimentary break between Quarternary and the under- 
laid Upper Tertiary is not clear. The thickness of Late Tertiary and Quarternary 
deposits was controlled by the inherited activities along the fracture zones. 


From the Late Proterozoic era to the present, the oil and gas basin of Bohai Bay 
has developed through the preceding four stages, causing polycyclic development of 
sedimentary formation, and the growth of secondary rhythms. As the sedimentary 
center shifted laterally in each period, it is possible to find overlapping of dif- 
ferent facies and multiple series of olefiant, reservoir and overlying assemblages 
in the same area. These are basic geological conditions which enable the formation 
of large-scale oil and gas fields. 


Il. Fracture Zone and Olefiant Trough 


Based on geophysical exploration and drilling data obtained from Bohai Bay's oil and 
gas bearing basin over the last few years, there is little doubt thac this region 
has block structure properties characterized by fracture movement. It is quite 
obvious that the whole basin has been dominated by tensile stress and active dif- 
ferential vertical movements since the Mesozoic/Cenozoic eras. Structural blocks 
were further dismembered in NNE and NWW directions, while fracture zones between 
the blocks underwent continuous expansion and subsidence, and were filled up with 
thick piles of Ceno-Mesozoic hemipelagic and lacustrine sedimentary formations. 
Both the distribution of positive and negative structures in the oil and gas areas 
and the vertical/horizontal distribution of varioug types of oil and gas accumula- 
tion zones were controlled by the differential vertical block movement. 


All the Tertiary oil end gas basins around the Bohai Bay are tension downthrow 
basins. The Lower Tertiary olefiant troughs are distributed along the following 
maior fracture zones: 


l. The Tanlu Fracture Zone in the central Shandong region consists of four NNE 
trend fractures which form the Central Horst (Gongdanshan Horst) flanked on both 
sides by the Luxian Graben and the Yiho Graben. A similar etructural pattern is 
found towards the north, extending through the Bohai Bay area to Liaodong Bay and 
the Lower Liaohe Depression. In the Lower Liaohe Depression, there is a central 
uplift flanked on both sides by a western trough and an eastern trough. In the 
Liaodong Bay area, the Liaoxi Rise is the extension of the Central Uplift, while 
the Liaodong rise is an uplifted zone in the eastern trough. So, the Liaodong Bay 
is divided into three troughs which are located in the western, central and eastern 
portions. 
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2. The Cangzhou-Dongming fracture is another major NNE-trend fracture zone, along 
which are Beitang, Bangiao, Qikou, Qangdong, Nanpi, Wuqiao, Dezhou, Guanxian, 
Shenxian and Dongpu troughs. 


3. There are two major fracture zones along the eastern piedmont of Taihang Moun- 
tain: The Shijiazhuang-Zhuoxian-Daxing Fracture Zone was developed in the early 
period and formed into the Shejiazhuang, Jinxian, Baoding, Yushui, Gu'an and Dachang 
troughs. The Handan-Shulu-Baxian Fracture Zone was developed slightly later and 
formed into the Julu, Shulu, Raoyang, Baxian and Wuqing troughs. 


4. The Beijing and Lingshan troughe has resulted from the Nankou-Lingshan fracture 
activity. 


5. The Qinnan, Nanbao and Bozhang troughs were formed when the NWW-trend Beitang- 
Leting Fracture Zone was further dismembered into the Laowangshuang-Matouying- 
She{iutuo South Deep Fracture, Shejiutuo North Fracture and the Haizhong North 
Fracture. 


6. The near latitudinal Qihe-Guangrao Frecture Zone was further dismembered into 

the Pingfangwang South Fracture, Chenjiazhuang-Binxian South Fracture, Yihezhuang 
South Fracture, Chengning South Fracture; and the Dongying, Linnan, Shanhua, Chezhen, 
Yangiiakou, Chengbei and Chengnan Depressions were developed along these fractures. 


7. Im the West Shandong Uplift and Southwest Shandong Region, the development of 
the Feicheng, Dawenkou, Laifu, Xintai, Menguin, Sishui, Wenshang, Jinxiang and 
Wucheng Troughs was brought about by the activities of the Feicheng, Tai'an-Tongye- 
dian, Yangiiudian-Xintai, Mengshan, Wenshan-Linyi, Peixian and Chengwu Fractures. 


8. The Kaifeng and Jiyuan troughs were formed as a result of the activities in the 
Yellow River Fracture Zone which runs in the NWW direction (Figure 7). 


The fact that source rocks are distributed all over some of the Lower Tertiary 
olefiant troughs is closely related to the gentle normal faults around tensile-type 
basins. Numerous reflection seismic profiles plus massive drilling data indicate 
that a majority of the normal faults dip 30-50 degrees. Fault blocks of Palaeozoic, 
Sinian Suberathem and Pre-Sinian Suberathem origin were pulled apart from each other 
along gentie tensile normal faults to form rifte with widths up to 2-15 kilometers 
and vertical throws amounting to as much as 1-6 kilometers (Figure 8). The widths 
of the stretched basements are the very widths of olefiant troughs. The deepest 
pert where the greatest throw occurred is the center of the lacustrine basin and 

the place with the thickest source rocks. 


The continuous activities of sensile faults led to the continuous widening of the 
Tertiary basins. The sedimentary area of the Oligocene Shahejie Formation was wider 
than that of the Eocene Kongdian Formation while the sedimentary area of the Upper 
Tertiary was wider than that of the Lower Tertiary. 
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Figure 7? Structural profiles of the main Tertiary downthrow/subsidence basins in 

the Bohai Bay area. (1) stratigraphic boundary, (2) unconformity line, (3) fault, 

(4) altitude, (5) Quarts ». + Upper Tertiary, (6) Dongying Fromation, (7) Shahejie 
Formation, (8) Kongdian tion, (9) Jurassic, (10) Cretaceous, (11) Mesozoic, 

(12) Permo-Carboniferous 5) Ordo-Cambrian, (14) Palaeozoic, (15) Sinian Suberathen, 
(16) Pre-Sinian Suberath. 
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members of Shahejie Formation; 8. second member of Kongdian Formation; 9. Mesozoic; 
10. Permo-Carboniferous; 11. Ordovician; 12. Cambrian; 13. Sinian Suberathen; 
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The polycyclicity of the Tertiary olefiant/reservoir/cover assemblages had developed 
from the intermittent activities of the tensile faults. During the acute stage of 
differential blocking movement, the relief between terrigenous detritus region and 
the lacustrine basin became greater; moreover, due to the abundant clastic sources 
and short migration distances, large areas of deposits of marginal facies or sand 
bodies of delta facies were readily formed. Bioclastic limestone, however, might 
have accumulated on some of the terraces or submarine uplifts of carbonatite base- 
ment when the tensile faulting was relatively weak and fine-grained deposits like 
mudstone, oll-shale, etc. were predominant in lacustrine basins. Gypsiferous and 
salt deposits were quite common in closed lakes and bays. 


The intermittent activities of tensile faulting were also the main factor behind 
the unconformity or sedimentary break within the Tertiary strata. The unconformity 
at the bottom of the Tertiary strata enabled the Lower Tertiary source rocks to con- 
tact directly with the underlaid Mesozoic, Palaeozoic, Sinian Suberathem and Pre- 
Sinian Suberathem reservoir beds, thus enabling the formation of traps below the 
unconformity plane. The uplifting of blocks surrounding the troughs was also 
attributed to the blocking movement. As erosions along fault planes cut down into 
the Palaeozoic and Sinian Suberathem sections, and enabled Lower Tertiary source 
rocks to come into contact with Palaeozoic and Sinian Suberathem reservoir beds 
through the fault planes, burried-hill oil reservoirs might have formed if there 
had been suitable overlying formation conditions. The occurrence and development 
of the large-scale tensile fault system in Bohai Bay « o1l/gas-bearing basin were 
related to the upswelling of the lithosphere in the area. With the upswelling of 
the lithosphere, the Mohorovicic discontinuity also rose. Figure 9 is a profile of 
the Bohai Bay Basin based on the combined interpretation of geologic, crust seismic 
sounding and gravity data. The anomaly zone of Mg corresponds to the uplifted zone 
at the top of the upper mantle. The extent of the Moho upswelling reached 300 
kilometers in diameter and 8 kilometers in height. A Central Bohai gravity high 

is located in the deepest part of the Tertiary depression of the Bohai area. It 

is a negative tectonic element with Tertiary deposite up to 7 kilometers thick as 
indicated by reflection-seismic data. The appearance of a great round-shape 
gravity high anomaly zone in the same location could very well be brought about by 
the gravitational effect of a “mantle plume" formed by the upswelling of the 
Mohorovicic discontinuity. The great upswelling caused a tremendous amount of 
tension to occur within the upper part of the crust. Consequently, a series of 
dustpan-like troughs or graben-type troughs developed around the "Bohai Mantle 
Plume". In the Jiyang Depression, all the dustpan-like troughs are characterized 
by faulting in the north and overlapping of strata in the south. In the Huanghua 
Depression and the Central-Hebei Depression, all the dustpan-like troughs are 
characterized by faulting in the west and overlapping of strata in the east. 


In the fault portion of each dustpan-like trough, the oil/gas reservoir beds are 
younger, the oil-bearing sections are longer, and more types of oil traps are 
found. The oil/gas reservoir beds on the slopes are older, and have shorte, oil- 
bearing sections with relatively simple traps. 


During the downthrow period, varying scales of extrusions, especially basalt, 
erupted along the main fracture zones of Bohai Bay Basin. According to radio- 
activity tests, the substance in the uppermost part of the mantle may be a mixture 
of eclogite and other sorts of ultrabasic rocks which can produce basalt magmas 
when melted or partially melted. 
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Figure 9 Sketch profile of Bohai Bay Basin showing geologic, seismic and gravity 
data 


(Combined interpretation besed on data provided by Bureau of Marine 
Petroleum Exploration and North China Petroleum Campaign Headquarters) 


The faulting and volcanic eruption led to thermal loss in the uppermost part of the 
mantle plume, and the diffused heat was gradually absorbed by the overlaying litho- 
sphere. Thus, the Bohai Bay Basin also became a high geothermal gradient anomaly 
zone (geotherma’ increase of 3-4 degrees per 100 meters depth). It was conducive 

to the maturation of petroleum, and thus enabled the source rocks to produce hydro- 
carbons with greater efficiency. As the heat energy escaped, the mantle plume under- 
went gradual trinsformations which led to the gradual sinking of the Mohorovicic dis- 
continuity plane. After the Miocene epoch, a huge basin-type depression began to 
take form. 


The polycyclic downt \row/subsidence process of the Bohai Bay Basin since the Ceno- 
Mesozoic eras indica'es that the corresponding upper mantle material movement under 
the basin is still going on, amd the lithospheric uplift is still in existence. The 
mantle plume on the Mohoplane is still undergoing the repeated and intermittent pro- 
cess of fo~mation and wearing down, expansion and contraction. The alternating 
activity of downthrow and subsidence in the course of tectonic development has 
helped to create excellent structural conditions for the formation of multiple-layer 
olefiant rock series. 








IIL. The Trap Conditions of Oil/Gas Reservoir 


The Bohai Bay Basin is a multiple, superimposed sedimentary basin. Multiple ole- 
fiant/reservoir/cover assemblages are widely found in Cenozoic, Mesozoic, Palaeozoic 
and Sinian Suberathem strata. They bear the characteristics of oil/gae bearing 
basins with polycycles, multi-layer series, and many types of oil/gas pool traps. 


More than 50 secondary troughs of the Lower Tertiary system are formed along the 
major fracture zones. These troughs were sometimes connected with the open sea, 
and sometimes they were blocked altogether. Some of them were open, and some were 
closed. Thus, each trough could become an independent oil/gas enrichment element 
with ite own olefiant system. 


In dustpan-like troughs (majority), the Tertiary sediments are 3-10 km thick in 

the fault portions. The downthrow walle of syngenetic faults developed a series 

of reverse drag structures (rotation anticlines). Wherever syngenetic faults 
developed on basement faults, fault-step type buried-hill traps occurred below the 
unconformity plane of Terciary bottoms, and the number of steps ranged from one to 
as many as two or three. ‘he thickness of Tertiary deposition on the slope side 

of dustpan-like troughs was reduced to 1-3 km. Overlapping, pinch out and erosion 
occurred in every layer. Large scale stratigraphic lithologic traps were probably 
formed as wel. Due to the relatively small amplitude of syngenetic faulting in the 
sloped portions, only faulted-nose structures of the Tertiary system on the slope 
side could form. A reverse-direction normal fault in the basement could lead to the 
formation of one or several rows of buried-hill traps distributed along the strike 
with moderate uplifts. 


Sometimes, a kind of compound texture appears in dustpan-like troughs, i.e., the 
occurrence of faulting in the deeper part of a trough can lead to the formation of 
a series of low buried-hill areas in the center, which often gives rise to the 
formation of excellent traps. Under certain circumstances, the arching of plastic 
strata (gypsum-salt or soft mud) could cause central anticline zones to form in 

the deepest parts of dustpan-like troughs and thus develop into relatively enriched 
deposits of oil and gas. 


In graben troughs (minority), reverse drag structural zones and fault-step zones 
may have developed on both sides of the fault. Buried-hill anticline and central 
anticline zones could also occur in the central portions of graben troughs when 
the latter reached a certain width. 


Since the Yanshan Movement, che erosions caused by numerous differential elevation/- 
subsidence block movements have prevented the Jurassic/Cretaceous "downthrow/subsi- 
dence basins" from being well preserved. Only the Cenozoic "“downthrow/subsidence 
basins” of Bohai Bay have been relatively well preserved. Thus, the exploration of 
oil/gas fields has been carried out step by step frem the shallow depths to the 
deep reaches, tackling the easy ones first and leaving the difficult ones last. 

At present, there are altogether 18 horizons in oil/gas bearing rock series which 
produce oil/gas flows. Among them, 9 horizons are distributed within the Tertiary 
system. The oil/gas poole in the Lower Tertiary system are mainly primary, while 
those in the Upper Tertiary system are basically secondary. In addition, there are 
9 other horizons in the Mesozoic, Palaeozoic and Sinian Suberathem strata located 
beneath the unconformity plane of the Tertiary bottom. The ancient buried-hill 


85 








o1l/gas poole are the combined products of the Tertiary oil sources and the reser- 
voirs of old strata which had been exposed to long weathering and erosion (most are 
carbonate reservoirs, but a few of them are clastics, volcanics or metamorphics). 


At present, there are five relatively enriched portions in the oil/gas reservoirs: 
(1) horizons near the unconformity between Lower and Upper Tertiary; (2) horizons 
near the unconformity between the Tertiary bottom and underlying old strata; 

(3) horizons near the sedimentary break between the bottom of Tertiary Dongying 
Formation and the first member of Shahejie Formation; (4) horizons near the sedi- 
mentary break between the second and third members of the Lower Tertiary Shahejie 
Formation; (5) horizons near the sedimentary break between the bottom of the third 
member of the Lower Tertiary Shahejie Formation and the top of the first member of 
Kongdian Formation. 


The currently known oil/gas pool traps are divided into four categories and eight 
types. 


The first category: Structural traps of oil/gas pools (Figure 10). 


l. Dome type traps: Located in the axial part of second-grade structural zones. 
The oil/gas pools are thick at the structural tops, thin along the borders, and 
have integrated oil-water interfaces. 


2. Reverse drag type traps: Located on the downthrow walle of major fractures in 
troughs or second-grade structural zones. Traps were formed under the influence 

of gravitational collapse force and torsion during the downthrow stage of syngenetic 
faults. The traps often lined up along major fractures, and were controlled by 
structural heights. Heights in the deep portions of the structure migrated succes- 
sively towards the dipped end of the fault. Oil pools at different vertical levels 
have their own independent oil-water interfaces. 


3. Faulc block type traps: Due to a series of faults, the structure became 
complicated. The pools are distributed along both sides of the faults, and tend to 
grow increasingly thicker as they approach nearer to the faults. The oil-water 
interfaces are comparatively complicated. Between the various fault blocks, there 
are differences in oil-bearing horizons, reservoir thickness, oil-water interfaces, 
and even the properties of crude oil. 


The second category: Compound trap oil/gas pools (controlled simultaneously by 
structural and stratigraphic factors). 


4, Overlapping unconformity type traps: The sedimentary break inside the Tertiary 
system resulted in the erosion of the lower strata as well as the overlapping of 
the upper strata against the tectonic background. The oil pools are distributed 
above and below the unconformity plane. In the axial part of the structure, the 
oil reservoirs are thinner and have few layers. In the lower portion of the struc- 
ture ae well as the lower blocks, the oil reservoirs become thicker and have more 
layer 


5. Upward inclined pinch-out traps: Distributed on the tilted portions of the 
structural aprons. The reservoir strata tend to pinch out towards the upward in- 
clined portions of the structure, and become extensively developed towards the lower 
portions of the structure. They have integrated oil-water interfaces. 


* 





Figure 10 Types of oil/gas traps in Bohai Bay Basin 


Structural Traps Compound Traps Stratigraphic Traps Oil Buried-Hill Traps 
(1) dome type (1) overlapping un- (1) unicline type (1) fissured/cavernous 
(2) reverse drag conformity type (2) lithologic type block type 

type (2) upward inclined 
(3) fault block pinch-out type 

type 
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Captions below: 


1. arenaceourc conglomerate 13. Lower Tertiary 

2. sandston 14. Mesozoic 

3. mudstone 15. Permo-Carboniferous 

4. limestone , 16. Ordovician 

5. dolomite 17. Cambrian 

6. bioclastic limestone 18. Sinian Suberathem 

7. oil shale 19. Pre-Sinian Suberathem 

8. basalt 20. unconformity 

9. tuff 21. fault 

10. breccia 22. oil/gas layer (void type) 
ll. granite 23. ofl/gas layer (fissure/solution-cave type) 
12. Upper Tertiary 
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The third category: Stratigraphic trap oil/gas pools. 


6. Unicline type traps: Distributed on the slope portions of troughs. The upward 
inclined portions of reservoir beds underwent erosion. The oil poole were closed 
by bitumen or thick ofl, and formed unconformity contacts with overlapping strata. 
In the downward declining portions of unicline structures, the reservoirs become 
thicker and contain better oil, 


7. Lithologic type traps. Not so important at present; but with the improvement 
of prospecting work, a substantial increase both in quantity and variety of such 
oil/gas pools is expected. Among the currently known types are: river bed fill-up 
traps, sand barrier traps, and cut-and-build sand body traps. 


The fourth category: Ancient buried-hill trap pools. 


8. Buried-hill traps: Occurrence in layers beneath the unconformity plane at 

the Tertiary bottom. There are Mesozoic agglomerate and volcanic lava type oil 
pools, Lower Palaeozoic Ordo-Cambrian limestone and dolomite type oil pools, Sinian 
Suberathem siliceous dolomite type oil pools, as well as Pre-Sinian crystalline 
basement type oil pools. The reservoir conditions consist of fissures and karst 
caves. Holes, caves and fissures in the Sinian Suberathem dolomite are the most 
well developed and often comprise high-producing conditions. At present, all the 
ancient buried-hill traps which have been found so far are block-shape oil/gas 
pools. Every oil/gas pool has its own individual oil-water interface. 


The various types of traps often follow a certain coordinative distribution pattern. 
From more than ten years of practical experience, and based on the type of troughs, 
the character of second-grade structures, the nature of reservoirs, and the source 
and direction of sediments, as well as the route of oil/gas migration and the type 
of local structures, it is possible to proceed from the known and probe into the 
unknown, and thus discover all sorts of new traps in various parts of different 
troughs end tectonic zones, as well as various kinds of series of strata. There- 
fore, Bohai Bay's oil/gas-bearing basin primarily consists of compound oil/gas pools 
with traps patterns of various sorts of oil/gas pool series. 


IV. Concluding Remarks 


The Bohai Bay Basin is a typical multiple layer oil/gas-bearing basin in the eastern 
part of China. Developed under crustal tensile stress during the Ceno-Mesozoic 
periods, it is also a typical structural system with multiple rises and troughs 
which cover a vast area with gentle land relief and shallow sea waters, thick sedi- 
mentary rocks, and rich oil resources. Moreover, it has many types of treps, well- 
covered overlying formations and multiple oil/gas series of strata. The Tertiary 
clastic reservoir layers are of medium high permeability grade while the fissures 
and holes of Tertiary, Palaeozoic and Sinian Suberathem carbonatite are character- 
ized by high permeability. The crude oil is of relatively high quality; the pres- 
sure coefficient and geothermal gradient are both relatively high; the Tertiary 
strat are soft and characterized by fairly good drillability, which are all favor- 
able conditions. But as the entire oil province underwent relatively frequent 
tectonism during the Ceno-Mesozoic periods, there are numerous faults and sedimen- 
tary breaks in addition to comparatively great lithologic changes and rather compli- 
cated reiationship between oil, gas and water, which have ali added to our diffi- 
culty in explora:ion and exploitation work. 
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In the Bohai Bay oil/gas basin, a series of large-scale Tertiary oil/gas fields 
have already been exploited, e.g. Shengtuo Oilfield, Dagang Oilfield, and Gudao 
Oilfield. Besides, many ancient buried-hill high-yield oilfields, such as Renqiu 
Oilfield, etc. have also been developed. But there is uneven progress in oil 
exploration work: On land, while some depressions have been thoroughly explored, 
others have not. In the sea area, none of the subsea depressions have been 
thoroughly explored at all. Some of the oil/gas horizons are relatively well 
known, whereas others are still totally unknown. Thus, in order to maintain the 
continuous growth of oil reserves and yields in the oil zones, the expansion and 
in-depth exploration of old oil zones as well as the preliminary and detailed sur- 
veys of new troughs will all continue to develop in scale, depth and degree of 
difficulty. 


It is possible to find various types of Tertiary o1il/gas pools near deep troughs 
or all kinds of large-scale traps structures within lithologic transition zones, 
especially in the structural traps related either to syngenetic faults or plastic 
rock formations (salt, gypsum, soft mudetone, etc.) flows in deep reaches. Com- 
paratively large-scale Upper Tertiary oil/gas pools are expected to be found in 
new troughs where the Upper Tertiary sediments are particularly thick. Large 
stratigraphic lithologic oil pools may also be found on large slope belts where 
the layers are frequently subjected to top erosion, bottom overlapping and pinch- 
ing out. 


It is a universal law in oil/gas migration and accumulation for the oil to be 
stored up in upwarped areas and become available for recovery in depressed areas. 
It has already been proved through surveys that low-rising buried hills are the 
most enriched portions of oil pool series in troughs. In high rising structural 
zones, except for secondary Upper Tertiary oil/gas pools, there are various types 
of Tertiary oil/gas pools and ancient buried-hill oil/gas pools on either the fault 
edges or slope sides of aprons around the rises. The oil pools in Tertiary basal 
conglomerate of slope wash facies (composed of limestone gravels), in particular, 
are exceptionally high producing. New types of traps should be searched for on 
rises and their aprons by looking further into the level of rises, the extent of 
Lower Tertiary erosion, as well as the amplitude and preserved conditions of traps. 


In this large sedimentary basin, there are new areas which merits further explora- 
tion. New oil-bearing rock series of the Mesozoic era could exist in sedimentary 
troughs which had been formed during the Cretaceous down throw/subsidence period 
and the Jurassic downthrow/subsidence period. Beneath the Ceno-Mesozoic struc- 
tural strata, it is possible that the gas from the Permo-Carboniferous coal-bearing 
series has migrated upward into the upper reservoirs and formed a natural gas 
reservoir mainly composed of dry gas. It is also possible that primary oil/gas 
reservoirs can *!s0 be found in Palaeozoic and Sinian Suberathem formations under 
proper tectonic si cover conditions. 
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INDUSTRY 


BRIEFS 


HEILONGJIANG COTTON YARN PRODUCTION—<According to recent statistics, the per 
unit cotton yarn yield [zhe he mian sha dan chan) at cotton mills throughout 


Heilongjiang Province was 37.13 kgs. [(SK310655 Harbin Heilongjiang Provincial 
Service in Mandarin 1100 GaT 30 Oct 80 SK] 
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BRIEFS 


TLANJLN HOUSING PROBLEM--The Tianjin Municipal People's Government held a 
meeting at Tianjin University on 22 October to mobilize residents of living 
quarters at Tianjin'se three major universities to diemantle their temporary 
houses and move to new houses built for them. Mayor Hu Qili addressed the 
meeting. He promised tliat the municipal CCP committee and people’: govern- 
ment woul’ do their best to solve problems in the people's daily lives and 
urged them co take tie interests of the whole into account and cooperate 
with the government. Representatives of the school residents pledged to 
evacuate their temporary houses by 10 November. [SK230954 Tianjin City 
Service in Mandarin 0030 GMT 23 Oct 8) 


SHANGHA] HOUSING CONSTRUCTION--Shanghai has planned to build new houses with 
a total floor space of 2.5 million square meters in 1980. By late September, 
1,09 million square meters of floor space were completed, or more than 

43 percent of the 1980 housing construction plan. It is anticipated that 

1.4 million square meters of floor space of housing projects under Shanghai's 
unified construction plan will be completed by the end of 1980, while the 
housing projects financed by the people will exceed 1 million square meters. 
[Shanghai City Service in Mandarin 110 @@ 3 Oct 80 OW) 
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DOMESTIC TRADE 


SHANGHAI AUTUMN COMMODITIES FAIR--The Shanghai autumn commodities fair, jointly 
sponsored by more than 3 municipal bureaus and central government unite in 
Shanghai, will be opened on 24 October. More than 100,000 kinds of commodities 
will be on display and for sale. They include machinery, electrical 
appliances, metals, chemical raw materials, instruments and meters, light 
industrial and textile products, and eo forth. [Shanghai City Service 

in Mandarin 1130 GMT 23 Oct 80 OW) 


GANSU TRADE FAIR--The firet Ganeu provinctal trade fair of light and textile 
industrial products opened in Lanzhou 28 October. Attending this fair were 
some 1,800 delegates from 12 industrial and commercial delegations from various 
prefectures, municipalities and autonomous prefectures. Xiao Jianguang, 

deputy governor of the Gansu Proviacial People's Government, chaired and 


addressed the opening ceremony. [Lanzhou Gansu Provincial Service in Mandarin 
1125 GMT 29 Oct 80 SK} 


XIZANG BORDER TRADE--Since the beginning of the second half of this year, small 
border trade has been flourishing in Xizang's \eari Prefecture. it has been 
warmly received by people on both sides of the border. Located in the 
western part of Xizeng, Ngari Prefecture borders India and Nepal. Rich in 
resources and famous for ite flourishing animal husbandry, Ngari Prefecture 
is now an important area in China for conducting border trade with India and 
Nepal. As 4 result of implementing the party Central Committee's policy on 
Xizang, border trade was reopened in Ngari Prefecture. Many border 
inhabitants and merchants from India and Nepal come to the traditional fairs 
at (Tangke) and ‘Zhangxigang) to engage in small trade. Many peasants and 
herdsmen of Tibetan nationality from various localities in Ngeri Prefecture 
come to sell sheep's wool, salt, cattle and horses and to buy rice, wheat 
flour and other daily necessities. [Text] [0W310056 Beijing Domestic Service 
in Mandarin 0400 G4T W Oct 80) 
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TIANJIN MUST BECOME A MAJOR EXPORT BASE 


Tianjin TIANJIN RIBAO in Chinese 12 Jul 80 p 1 
[Commentary by staff commentator: "Build Tianjin Into a Major Export Base") 


{Text} To strive, in a not long period of time, to build Tianjin gunicipality into 
a major export base with a capacity for strong competitiveness internationally— 
thie is che Party Central Committee's and State Council's ardent expectation for 
us, and is also one of the struggle objectives for the people of the municipality 
put forward by the first session of the Ninth Tianjin Municipal People's Congress. 
In the municipality, each front and department, and the broad masses of workers, 
peasants, cadres, and intellectuals, should take positive actione and fully display 
Tianjin's superiority so that our municipality will have a big development in 
foreign trade. 


Tianjin municipality's foreign trade has a long history, and foreign trade develops 
on the base of domestic trade. In 1979, the total export value of Tianjin port 

was over 7? times greater than that in the initial period after liberation. Tianjin 
port now has trade contacts with 128 countries and regions. For many years, our 
municipality has fostered a group of persons talented in foreign trade, formed 
traditional foreign trade channels, and built many foreign trade facilities in 
order to create for foreign trade a fairly solid material and technological base. 


Even if our gunicipality has developed extremely favorable conditions for foreign 
trede and has also obtained great results, the rate of development still lage be- 
hind the advanced areas in our country. Last year, our municipality's increase in 
total export exchange value was lower than the national average; the increase in 
purchase value was lower than Beijing's and the increase in absolute value was lower 
than Shanghai's. The main reason for this backward situation is that we do not 
sufficiently understand the party's policy concerning the development of foreign 
trade, and the situation in which the entire municipal party and each trade and 
profession starts work on foreign trade has not yet taken shape. Many units have 
not yet made the development of foreign trade a focal point of their own work, and 
mutual support and mutual cooperation are insufficient. Therefore, in order to 
build Tianjin into our country's major export base we must first carry out wide- 
rangine and profound propaganda and education for all party members and people in 
the municipality, so that they will fully understand that to develop foreign trade 
is @ strategic measure and an important way for speeding up the realization of our 
country's four modernizations. At present, when we have passed and put 
fect policies for readjusting, restructuring, rectifying, and improving the 
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national economy, the conscientious implementation of general and specific policies 
and of measures to develop foreign trade will cause every trade and profession to 
be concerned about and support this development and to earnestly do a good job for 
foreign trade. 


The development of production te the material base for expanding exporte. We must, 
according to market changes, organize well the production of export goods. We must 
vigorously grasp the production of “attention getting” goods. Each trade and each 
department should, in ite own field and system, make plane for the development of 
“attention getting” goods, organize the implementation of these plans, and attain 
results. Our own experience and the experience abroad tell use that, in the long 
term, what can truly capture positions on international markets are not agricultur- 
al and sideline producte but industrial producte. 


Therefore, we should fully utiiige the industrial base and the technological 
atrength of our municipality to escalate substitutions in the export goods produced 
by the industrial system and vigorously develop medium- and high-grade goods. Each 
factory and enterprise must make competitiveness abroad and the capture of inter- 
national markete ite own unshirkable responsibility, and not just be satisfied to 
reach historically advanced levele or just be satisfied to produce well-known 
brands or number one brands within the country. Last year, 229 of Tianjin munici- 
palityv's industrial products were rated among the top three in quality nationally, 
but only a little over 110 of them were exported. With our old industrial base, 

we cannot be satisfied to just compete in domestic markets but should dare to com- 
pete in international markets. From now on, while striving hard to develop the 
export of medium and high-grade light industrial and textile products, we must 
fully bring into play the strong points of Tianjin municipality's coastal petroleum 
industry and marine chemical industry, so as to vigorously develop the export of 
chemical industry products, electromechanical instruments and meters, and emali- 


scale complete sets of equipment, gradually changing the composition of our 
municipality's export goods. 


Owing to have lost the correct proportion between ite “bones” and “flesh,” and 
adding on top of this the disruption and destruction caused by Lin Biao and the 
“gang of four,” Tianjin municipality hae many overdue bills for transportation, 
posts and telecommunications, and municipal construction. This has caused many 
shortages in funds for developing foreign trade. Therefore, if Tianjin munici- 
pality wante to build itself into a major export base, i must rapidly develop 
municipal administration, transportation, and posts and telecommunications. In 
particular, we must accelerate port construction, and this is extremely urgent for 
the development of our municipality's foreign trade. At present, the handling 
capacity of the new port is far from able to satisfy requirements, and ships that 
should enter the port do not and the goods that are finally unloaded cannot be 
4elivered in time. This not only damages the economy but aleo blocks the develop- 
ment of our municipality's import and export trade. And it makes it necessary for 
our port, transportation, foreign trade, marine, and machine-building departments 
to, a8 speedily as possible, take measures so that results are soon seen in port 
construction. 


If we want a big development in our municipality's foreign trade, we must also 
strengthen cooperation. Industrial, agricultural, and foreign trade departments 
must strengthen their cooperation; domestic and foreign trade departments must 
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etrengthen their cooperation, At the same time, cooperation must be strengthened 
with each fraternal province, municipality, and autonomous region, and, for the 
convenience of heir import and export business, good work must be done in selling, 
transporting, and storing their goods on a commission basis, so that everybody 
pulle together and works hard for the development of our country's foreign trade. 


Tianjin municipality is one of the big industrial and commercial cities of our 
country and is the major port of the north. To, as rapidly as possible, build it 
into an export base that will create even more foreign exchange for our country 
is our unehirkable responsibility. If we only continue to emancipate our minds, 
“atart the machine," and work enthusiastically, we will certainly complete this 
glorious and formidable task. 
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POREIGN TRADE 





REFORM OF GUANGDONG'S FOREIGN TRADE SYSTEM URGED 
Guangzhou NANFANG RIBAO in C.inese 7 Aug 80 p 2 


[Article by Ru Zhenghu [5425 2973 3275): "Make the Most of Our Province's 
Advantages in Foreign Trade") 


{Text} Our province's foreign trade has been rather active lately. How to make the 
most of its advantages ‘n this respect is of great significance for our province in 
bringing out strong points and avoiding weak points so as to invigorate the economy. 
What advantages does our province possess in foreign trade’? Several of the major 
ones are summarized below: 


Our province has a fairly long history of foreign trade, and its commodity economy 
is fairly well developed. Guangzhou city was once our country's largest commercial 
and foreign trade center. According to authoritative data cited by Marx, in 1845 
the total import-export trade of Guangzhou wae worth $38.4 million, of which export 
accounted for $27.7 million. This was 3.5 times Shanghai's total import~-export 
trade and 4.6 times its total export. Now, Guangdong [ae published) is the number 
two port in the country, second only to Shanghai. Last year, our province's total 
export was 9 percent of the country's total, and it has already established trade 
relations with over 150 countries and regions. 


Being adjacent to the huge internationel markets end transit ports of Hong Kong and 
Macao, Guangdong has close relations with them. Hong Kong now has a population of 
5.5 million people, of whom over 90 percent are Cantonese, and it has a kith-and- 
kin relationship with the people of Guangdong. In 1979, there were 8.35 million 
admissions into Hong Kong from Guangdong of people visiting relations or of 
tourists. Last year our province received from materials processing, compensatory 
trade, and foreign capital absorption $100 million. Hong Kong has several hundreds 
of family businesses that have been set up by pooling capital with enterprises in 
our province. This is an excellent beginning for our province in utilizing foreign 
capital and in developing ite foreign trade advantages, and is a condition for it to 
use its special advantages. 





Our province has rich natural resources. With its favorable natural conditions, it 
can supply to the outside rich raw and fresh products; our province occupies one- 
third [as published) of the country's seacoast and thus can make a profit from its 
export of fish and salt; our province's mountainous land and hills are suitable for 
forestry and animal husbandry, and there can be a vigorous development in the export 
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of liveatock products and articles made from bamboo. Our province's industry has 
a considerable base. From the fifth year (1866) of the Tongehi Reign of the Qing 
Dynasty, when wodern industry begen in China, up to the eve of liberation, the 
province's industry possessed 300 million yuan in fixed assets. After 70 yeare of 
postliberation development, up to 1969, che provincial industry's fixed assets 
were equal to 33 times that in the initia. period after liberation. Moreover, it 
had many brand-name producte that had long enjoyed a good reputation and been in 
great demand abroad. 


From the time juet after liberation when our province formed our country's first 
company epecializing in foreign trade (the Nanyang Trading Company), the province 
developed in this field so that today it has 11 import-export companies and 78 ex- 
port branch companies, and recently a provincial general trading company was 
formed. A cont‘ngent of foreign trade epecialiste has been trained. Our province 
has set up chree multiple-producing export commodities production bases in Foushan, 
Huiyeng, and Zhanfiang prefectures. With all of this, we have an organizational 
base for making the most of our province's advantages in foreign trade. 


Our province truly has great advantages in foreign trade, but they are not being 
fully utilized. For example, the exchange cost [huanhui chengben 2255 0565 2052 
2609) of our province's export commodities is higher than the national level, and 
its rate of fulfilling trade agreements is lower than the national level. This is 
very inhecmontious. To make the most of our province's advantages in foreign trade, 
I suggest that some necessary reforms be made. 


The economic structure of our province must be readjusted so that consumer goods are 
given priority. From 1949 through 1957, the average annual rate of increase in our 
country's industrial end agricultural production was a little over 14 percent, and 
consumer goods accounted for 72.7 percent of the total value of national production. 
With the abundance of consumer goods, foreign trade shot up so that it was three 
times greater than it had been. In 1958, our province's total export value was $300 
million and khong Kong's was $500 million--not too wide a disparity between the two. 
But, in the period from 1958 through 1978, our country lost the correct proportion 
between accumulation and consumption. The average annual increase of industrial and 
agricultural production and consumer goods accounted for 24 percent of the total 
value of national production. Owing to the lack of consumer goods, in the first 2 
years of che 1960s, our country’s foreign trade was cut by 40 percent. And by 1968, 
our country’s total export value was less than 1 percent of the world's total. In 
1968, our province's total export was worth $1.1 billion, a difference of over 11 
fold. Therefore, if we want to develop our province's foreign trade, we must re- 
adjust its economic structure so that consumer goods are given priority. 


We must, under the guidance of a plan, regulate the markets. For enterprises, this 
is the main thing. In the past we went by the principles of "fix sales according 
to output’ and “one consistent system for 10 years," which did not make very good 
use of the regulatory mechanism of the international markets. Between industry and 
trade, output and sales did not mesh, and productivity did not satisfy needs. 

Fore’ trade departments were unable to pick out and buy superior products. In 
essence, ciis was not practicing the commodity business relationship of exchanges at 
equal prices, and it depended on administrative orders to maintain production. 
Therefore, we must carry out market regulation under the guidance of a plan. To 
effect foreign exchange quota responsibility and exchange cost quota responsibility 
is to integrate planned reguiecion and market regulation. 











We must open up the utilization of foreign capital and pool capital for businesses, 
At present, in our utilization of foreign capital, firet, we lack a unified long- 
range plan, and thus are unable to bring out our strong pointe and avoid our weak 
pointe, and some businesses, on the contrary, even disrupt their own markets; 
second, the pernicious influence of the ultvaleft ideological trend has not yet 
been eliminated, and 1c adversely affects our utilization of foreign capit 1. To 
vigorously utilize foreign capital and pool capital for businesses is a major 
policy of our government. Being adjacent to Hong Kong and Macao, our province has 
many favorable conditions for utilizing foreign capital and pooling capital for 
businesses. We must strive hard to operate well the Shenquan and Zhuhai special 
areas, fully utilizing Overseas Chinese capital and foreign capital to create 
foreign exchange for the state and to accumulate experience for the four moderniza- 
tions. 


The foreign trade departments must be simplified and centralized, must improve their 
efficiency and further specialize. At present, the foreign trade structure of our 
province is overetaffed, and, fundamentally, uses administrative methods to manage 
the economy. There are too many administrative levels and too many customs 
barriers, and consequently the flow of commodities is blocked. Part of the struc- 
ture "site idly while eating and stamping forms." Whether the overlapping adminis- 
trative structure is necessary or not is well worth studying. Foreign trade 
companies handle both production and foreign trade, and also have both "big and 
complete” and "small and complete" management styles. The foreign trace administra- 
tive system must be reformed not only on its distribution side but also principally 
on its circulation side. Here are several tentative ideas for this reform: 


One is to reform it from the circulation side. Foreign trade enterprises should 
simply engage in the business of commodity circulation, and when they attain an 
even higher degree of specialization, they should assign the work they had original- 
ly been charged with—production processing, purchasing, and storing and transport- 
ing--to separate trust enterprises concerned with production, purchasing, and 
storing and transporting, thereby practicing a contract system. Second, in 
unifying production and circulation, we should set up trading companies as trusts 
which form a “coordinated process of production, supply, and marketing.” These 
companies will be composed of two parts: export and goods supply. The third re- 
form is the local management system. The province should set up a general company 
which “integrates government administration with enterprise management," and is 
composed of provincial specialized companies and area trading companies; every 
prefecture and county should set up trading companies that “integrate government 
administration with enterprise management," and are composed of branch companies 
and county companies. Reform of the foreign trade system is part of the reform of 
the entire national economic system. With the goal of reform being not that of 
adding structures but of improving the quality of export goods so as to meet the 
requirements of international markets, we can truly make the most of our province's 
advantages in foreign trade, 
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POREIGN TRADE 


ZHEJIANG MOUNTAIN AREAS PRODUCE GOODS FOR EXPORT 
Hangzhou ZHEJIANG RIBAO in Chinese 30 Aug 80 p 1 


[Article by reporting team of the provincial trade bureau: "Using Resources of 
Mountainous Areas to Develop Exports”) 


[Text] Foreign trade departments in all parte of our province, in line with foreign 
marketing requirements, are using the resources of mountainous areas to develop the 
production of export goode and stimulate the economic development of mountainous 
areas. The export goods provided by the counties in mountainous areas have already 
reached about 37 percent of the total goods purchased for foreign trade in the 
province. 


The foreign trade departments, in line with the different characteristics of each 
area, jointly with other departments concerned have suited measures to local con- 
ditions and have helped communes and production brigades to set up production bases 
for the export of farm produce and sideline products such as oranges and tangerines, 
loquats, honey pears, Zhejiang shellfish [3181 6296], while chrysanthemums, rabbit 
fur, Xiaohu [1420 3275] sheepskin, rushes, and wicker. Taizhou Prefecture has en- 
closed tideland for cultivation and set up a base for exporting oranges and tanger- 
ines, with the key assistance in capital, goods ard materials provided by foreign 
trade departments. Over 30,000 mu have already been developed. The Minzhu commune 
of Huangyan County has utilized the sandy and rocky land on its mountain slopes to 
set up an over 1,200-mu base for exporting canned loquats, and the commune members 
have already enjoyed benefits from it. This year each member of Production Team 
No. 12, Minghu Production Brigade, has received an average income of 145 yuan from 
loquat sales. 


In their assistance to mountainous areas, the foreign trade departments have 
stressed helping some mountainous areas whose economic income is very low by using 
local goods and materials and making the most of their advantages in labor power to 
develop conmune and household sideline occupations such as weaving, embroidering, 
and first working of bamboo. For example, in the Ningqi [1337 3305] dietrict of 
mountainous Huangyan County, the commune members’ income is very low, so the foreign 
trade departments have helped them to produce from bamboo bread skewers [mianbao 
qian 7240 0545 4687) for export to Japan and Greece. Last yeas their output value 
was 7(.,000 yuan, and this year it will reach 1 million yuan, causing the income 
from each 100 jin of mao bamboo to go from 3 yuan to 30 yuan. The foreign trade de- 
partments also strive hard to strengthen the promotion of sales abroad in order to 
make new contacts for the communes and production brigades. Since the beginning of 
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last year, in some mountainous areas where the processing of Qingzhi [3237 3059) 
bamboo shocts and Xianmao [0752 3029] bamboo shoots has been organized for export, 
the income of bamboo-growing areas has increased. The advanced production brigade 
of Changxing Meishan commune this year processed for export 42 tone of Xianmao 
bamboo shoots from which it received an income of 55,000 yuan, a per capita in- 
crease in income of 33 yuan. 
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GENERAL 


CHINESE ‘ZIP CODE' ZAPPED 

Headaches tor Everyone 
Beijing SHICHANG [MARKET] in Chinese No 24, 25 Sep 80 p 1 
[Editorial: "Headaches for Everybody, Convenience to Nobody") 


[Text] Is the zip code of the postal service a good ching or a bad thing for the 
people? Is it a convenience or a burden to the masses’ Just read the comments of 
the masses and the postal workers. 


We selected a few letters from our readers' correspondence and published them in 
our paper No 23. Afterwards, we received still more letters from readers. Of 

80 many readers none was in favor of the postcode. All of them said in one voice 
that it was convenience to somebody but headaches for everybody else. A copy of 
the postcode for one province costs about 2 yuan. A collection of codebooks for 
29 provinces and municipalities is as heavy as a copy of the "Chinese Encyclopedia." 
When you write a letter, you must go to a post office and look through this 
"Chinese Encyclopedia." If you live in a village or a mountain area where there 
is no post office, you must make a special trip over a long distance. In some 
places, you must pay 2 cents each time to look through the codebook. There are 
thousands of families and households, who never writes a letter? Who will not 
scratch his head while looking for a zip code number? 


The postal workers complained: In the statement that it was convenience to somebody 
but headaches for everybody, we should change one word, that is, it is headaches 

for everybody and convenience to nobody. The departments of posts and telecommuni- 
cations are not prepared fur the mechanization of sorting, the letters are still 
sorted manually. The sorters must look through the "Chinese Encyclopedia” countless 
times a day. The postmen are also very busy all day with the large number of 
additional puzzling letters. This code gives them no help but a lot of trouble. 


We have learned our lessons in the past 30 years. Whatever reform involving millions 
of people we wish to carry out must be put to test first. Postal coding is related 
to all families and households in the entire country. The departments of posts 

and te’ »-communications have not even completed their scientific study on the 
mechanization of sorting, and have started to introduce the postcode throughout 

the country. They refused to listen to the strong criticism of the masses, and 

even turned a deaf ear to the objections of the postal workers. Without the 
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necessary conditions, they tried to carry out mechanization ahead of schedule, 

The people have no such need, and are not willing to do it. But they persisted 

in their action and forced the postcode on the people. Indeed, they are making 

a joke of the people's posta! service. Isn't this modernization for the sake of 
modernization a proof of "production for the sake of production"? At present, the 
people want to stop it and give it up. Policy makers of the postal and tele- 
communication departments, what are you going to do about it? 


Postal Code Not Working Out 
Beijing SHICHANG [MARKET] in Chinese No 24, 25 Sep 80 p l 
[Article by Xie Rongzhen [6200 2837 6966): "Postal Coding Won't Work") 


{Text} From 1 July the Ministry of Posts and Telecommunications has en‘orced 
postal coding throughout the country. On this matter, the masses have made many 
complaints. The postal and telecommunication departments have also put forward 
their own arguments. The majority of the people expressed their objections, and 
believed that the change was made too hastily and should be put to a stop at once. 


According to your reporter's investigation, China is still not basically qualified 
for postal coding. The responsible persons of the postal administration thought 
that the adoption of postcode could introduce the use of machinery, carry out the 
mechanization and automation of mail sorting, and mitigate the labor intensity of 
postal workers. Their wish is beyond reproach. The question is that at present 
there isn't a single letter sorting machine ready for use. Shanghai and Shenyang 
each have a sorting machine, but both are still in the stage of scientific research. 
Even if they come out with success in the future, it will be very difficult for 
small cities to use them. Because the cost of construction is high, and the 

space ‘cr installation is big, only the big cities can use these machines in 
consideration of their economic results. In most parts of our country, incoming 
and outgoing letters will still be sorted manually. 


As far as the masses of people are concerned, it is not only troublesome but also 
wasting time to look through the codebook for mailing a letter. In some places 
where the postcode is strictly in force, all 1 tters with no code numbers are 
returned to their senders, to the dissatisfaction of the masses. The new envelopes 
and the codebooks also consume large quantities of paper and funds. Each province 
must compile a codebook which costs 2 or 3 yuan. For printing all the codebooks, 
it is difficult to tell how much money will be spent, and even more difficult to 
tell how many copies will be enough. 


Rural Users Fed Up 
Beijing SHICHANG [MARKET] in Chinese No 24, 25 Sep 80 1 


[Article by Yang Sheng [2799 5116], Henan Province: ".i's Too Much Trouble To 
Send Letters, the Peasants Cannot Endure" ] 


[Text] In June this year, all production brigades in rural villages of Yanling 
County held mass meetings, and the postal and telecommunication office sent its 
personnel to explain the matter of using zip code for letters. They were told 
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that it would |egin from 1 July, and after 1 October all letters bearing no code 
numbers would be returned to their senders. This news schocked all the peasants. 
Those having relatives in other places at once wrote letters asking for code 
numbers. It wes not yet 1 October, and some people had already had their letters 
returned. Some armymen's families asked other people to write letters for them, 
and by mistake used the code designation of military units as postcode numbers. 
Consequently, their letters were also returned. Then they were really exasperated, 
and tried to find code numbers from a post office. They could not find any in a 
small place and turned to a big place. In some places, the post office also seized 
the opportunity to charge fees. In effect, it increases the cost of mailing. 

For instance, the post office of Xuchang County put up a notification: "For the 
service of finding a code number, a fee of 2 cents will be charged." Postal coding 
increases the heavy burden on 800 million peasants. It's no wonder that many 
peasants complained: "It is so much trouble to send a letter, we just can't bear 
— 


Letter Sorters Overwhelmed 
Beijing SHICHANG [MARKET] in Chinese No 24, 25 Sep 80 p l 


[Arcicle by Gong Dacai [7895 6671 2088]: "The Letter Sorters Have Their Hands 
Full" } 


(Text! Fan Shiren [5400 1709 0086], adviser to the Ministry of Posts and Tele- 
communications, carried out an investigation in Changchun about the work of 

postal coding. From the facts of the investigation, it seems that the introduction 
of postcode has brought about many difficulties to postal work. 


A large increase of puzzling letters. As the postcode is too numerous and difficult 
to find, many letters were not written with proper code numbers. Some letters 

were w‘itten with only code numbers of addresses of the addressees without those 

of the senders, others had only code numbers of senders’ addresses without those 

of the addressees. Still others had only code numbers but no addresses of both 
their senders and recipients. In some cases, the code numbers did not match with 
the addresses; otherwise, the code numbers were connected with the army designation 
numbers. Furthermore, the envelopes were not uniform in specification, words 

were written either in horizontal or in vertical lines, it was difficult to read. 
As a result, there were a large number of puzzling letters. Many of them could 
only be returned to their senders. In the past, the delivery section of Changchur 
post office handled 30 to 40 puzzling letters every day, after the introduction o 
postcode the number doubled, sometimes it increased to over 100 every day. 


The letter sorters complained repeatedly. At first when people were talking about 
postal coding, the sorters thought that the work of sorting would be done by 
machines to save manual labor, and they were quite pleased. However, with the 
introduction of postcode, manual sorting according to Chinese characters continued 
as before. Chinese characters and code numbers were mixed up, not only was it 

not a bit more convenient, but also the sorters were confused and had many more 
troubles. There are so many code numbers for the whole country that ‘'.e sorters 
cannot remember all of them and must look through the codebooks all cay long. 
Moreover, the coding data are incomplete in all places, it becomes all the more 
diffi- it to handle letters with puzzling code numbers. The letter sorters remarked: 
"It is not that the machines have replaced us, but that we use our ds in place 
of the electronic computers." 
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GENERAL 


BOOK ON UNITED STATES MANAGEMENT TRAINING REVIEWED 
Beijing RENMIN RIBAO in Chinese 25 Sep 80 p 5 


[Article by Jin Gong [7246 7895] and Gao Hongfa: 7559 1347 0416): "Making an 
Evaluation By Using People As the Yardstick"] 


{Text] Last October a .hinese industrial and commercial administrative and 
managerial delegation visited the United States to investigate American management 
education. It wrote a book, “How the United States Trains Enterprise Management 
Personnel" [Meiguo zenyang peiyang qiye quanli rencai], which has already been 
published by China Social Scie.:es Publishers. The book gives a rather detailed 
description of teaching objectives, specialized facilities, curriculum, teaching 
methods, and research work, and of the professors and students in American 
management schools, and devotes a special chapter to training of management personnel 
in United States companies, 


As our country's socialist modernization construction has developed, it has required 
that at the same time as we train a large contingent of scientists and technicians 
we also train large numbers of economic and management personnel. Not long ago, 

the Central Committee Secretariat proposed “energetic development of the science of 
training economic and management personnel," and now educational circles are 
enthusiastically discussing higher education reform and implementing the Central 
Committee directive. At such a moment, it is of some benefit to have an under- 
standing of these activities and the experience gained in them in the United States. 


First, the effect of management and management education in U.S. economic 
development. 


Management education began to develop relatively early in the United States, the 
Wharton School at the University of Michigan was founded in 1881, and already has 
a hundred-year history. Currently 600 American universities have management 
schools or departments, with 700,000 students in the departments and 100,000 
graduate students; these two groups account for 80 percent of the tota: number 

of students in the schools. Management education has provided an important 
stimulus in America economic development. The importance of management education 
stems from the importance of management. The United States is a capitalist 
country, and when it entered the monopoly capitalist stage, its contradictions 
becume more severe, How could the U.S, economy still develop under these circun- 
stances? It must be pointed out that its development is inseparable from its 
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atress On mane gement and energetic improvement of management. The effect of 
management on '.S. economic development shows up primarily in three areas: (1) 
Basing of clas® contradictions, By improving management the U.S. attempts to 
mitigate the contradictions between the proletariat and bourgeoisie. The 
“behavioral ectences" management therorie: current in the United Srates stress 

the use of various methods to put interpersonal relationships on a good footing 
and to @obilize workers and staff members’ production enthusiasm. (2) To mitigate 
the contradiction between organized production in the individual enterprise and the 
anarchic state of production in society as a whole. Por example, U.S. enterprises 
use euch methods ase determining production in terme of sales in an effort to make 
their production adapt to market needs. (3) Improving production efficiency and 
economic return. The United States’ production efficiency and economic return are 
relatively high; ae a result of both, scientific and technical progress and good 
management work. 


An anelyeie of the effect of management in U.S. economic development helps us to 
gain a profound understanding of the importance of management and management 
@ducation. Our soctalist economy has immense advantages over a capitalist economy, 
but there are also various kinds of contradictions in the socialist economy, such 

as the problem of interpersonal relationships within the enterprise, the problem 

of matching enterprise production to social needs, the problem of bringing together 
manpower. material resources and financial resources, and the like, all of which 
muet be harmonized and solved through management. in order to bring the superiority 
of the socialist eystem thoroughly into play, we must devote even greater attention 
to management and management education. 


Second, now che United States brings management education into intimate connection 
with management practice. 


The reason that U.S. @anagement education can have a relatively large effect is that 
it is closely Linked to management practice. The book systematically describes 

the United States experience in connecting management education with management 
practice. The main experience in this area is as follows: (1) Management schools 
train the kind of personnel which enterprises and public organizations need. 

(2) In order co train management personnel, they make a strong effort to train 
teachers who can train these people. (3) They combine engineering and technical 
education with economic and managerial education in order to adapt to the develop- 
ment of ecience and technology. (4) Such methods as case studies, conferences and 
visits, and management simulation games are used in an energetic effort to develop 
the student's abilicy to analyze and solve actual problems. (5) In order to closely 
link management education with research in management science, management science 
lays great stress on investigating pressing problems of management practice. (6) 
Ties between echools and enterprises are strengthened, and professors in management 
schools constantly do consulting work for corporations, while high-level corporate 
managemen’ personne] teach courses in the school. We can benefit from all these 


types of experience. 
Thir how the United States trains management personnel through various approaches. 
One ot the main characteristics of U.S. management education is ite diversity. This 


makes ict possible to train management personnel needed in every area, and to train 
a relatively large number of people in a relatively short time. According to the 
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description in the book, this diversification is manifested in various ways! 

(1) A variety of unite engage in it. In America not only are there epectalized 
management echools, but large companies have aleo set up management personne) 
training centers. A management education network has already been eet up in the 
United States. It is based on university management schools, interwoven with large 
corporate training centers, while two-thirds of the management schools also hold 
refresher courses or specialized study groups for persons already in management 
jobs, while the relevant management science societies and research groupe also 
hold brief training classes and specialized etudy groups. (2) Diversity of study 
arrangements. There are university majors, MA programs, PhD programe and the like. 
After graduation a student may work for a time, chen return to school for mre 
study, choosing the courses he needs. (3) Diversity of course curriculum. Courses 
are divided into required and elective, which a student may take according to 
regulations, and no effort ie made to unify teaching materials of courses of the 
same type. Each school can proceed on the basis of ite own conditions and bring 
out its own strong points. (4) Diversity of work-study programs. Tuition is 

very expensive in U.S. colleges, and accordingly many students work and study at the 
same time, so that work-study programs have become common practice. Many students 
whose families are well off are aleo willing to work and etudy at the same time so 
as not to be dependent on their parents. In combination with thie work-study system, 
many universities also, have a flexible course credit system, in which when the 
— has earned the specific credits he graduates, while the time limit is not 
ixed. 


The book claims that in comparison with the diversity of U.S. management specialities, 
our country's educetion is too “standardized.” This country's management education 
system should specify certain necessary unified standards, but should aiso permit 
each school to develop its own special characteristics so as to bring fully into 
play the school's and faculty's initiative and creativity. The failure to reform 
the current educational system makes it very difficult to train large numbere of 
high-quality economic and management personne) . 


Fourth, economic and management personnel should be able to do both management and 
administration. 


The book introduces and analyzes the historical development of American management 
science and education. Through this description we can see that U.S. companies 

and enterprises have increasingly stressed administrative problems. We generally 
regard management and administration as the same thing, whereas in reality they 

are both interconnected and separate. Currently American adminiscrative education 
focuses on training high level administrative personnel at the corporate presidential 
and vice presidential level, who not only are able to manage the various activities 
within a company, but also can propose projects, make decisions, and respond to 
domestic and international situations and market changes, so that they have a 
decisive effect on the quality of management in U.S. companies. 


The book also analyzes class linitations in U.S. management education and some of 
ite current problems, and offers opinions on how to learn analytically from U.S. 
management education experience. The writers believe that we cannot, on account 
of the essential differences between management of the socialist enterprises and 
of the capitalist enterprises, neglect studying what is useful to us in the 
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management experience of the capitalist enterprise; nor can we study the things 
that are useful to ue in capitalieat enterprises management and neglect the 
essential differences between socialist and capitaliet enterprise management. The 
book aleo proposes some specific suggestions for accelerating this country's 
training of economic and management personnel, based on our specific circumstances 
and taking into account the lessone of U.S. enterprise management education, 
which has @ certain reference value as regards our country's development of 
management education and improvement of management and administrative standards. 
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BRIEFS 


ZHEJ LANG ECONOMIC JUDICIAL MEETING--The first Zhejiang provincial meeting on 
economic judicial work concluded on 24 October. In view of the current 
situation in the province, the meeting pointed out that priority should be 
given to the settlement of disputes concerning contracts for production and 
economic construction and to the punishment of economic crimes. In November 
last year an economic court was established by the Zhejiang Provincial Higher 
People's Court. Thereafter, nine intermediate people's courts and two basic- 
level people's courts also set up economic courts. They have thus far 


handled 21 economic cases. ([Hangrhou Zhejiang Provincial Service in Mandarin 
1100 GMT 24 Oct 8 OW) 


XINJLANG FIRE PREVENTION CONFERENCE--The Xinjiang regional conference on 
winter fire prevention was held in Urumqi 23-25 October. The conference 

urged public security organizations in all localities to formulate winter 

fire prevention plan, conduct education on fire prevention, strictly enforce 
fire accident law and strengthen the leadership over the contingent of fire 
fighters. The conference was jointly sponsored by the regional committee on 
fire prevention and regiv»nal public security bureau. A-mu-dong Ni-ye-2i, 

vice chairman of the regional people's government and chairman of the regional 
committee on fire prevention, attended and addressed the conference. [Urumqi 
Xinjiang Regional Service in Mandarin 1300 GMT 28 Oct 80 OW) 


LLAONING SMUGGLING--Smuggling and reselling of foreign goods have become 
rampant lately in some areas of Liaoning Province. The Shenyang and Dandong 
customs and the provincial and commercial administration bureau have decided 
to work together to stop these activities. [SK250933 Shenyang Liaoning 
Provincial Service in Mandarin 2200 GMT 24 Oct 80 SK) 
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